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indicated m its mam outlines by the Four Powers that have 
played a leadmg part in the war 
It can be noted as an admirable feature in all these pages that 
over-assertion of pnnaples, valuable in themselves, is strictly 
avoided This is particularly remarkable in the chapter concerned 
with commercial relations It is recognized that while every 
departure from free trade is m itself regrettable, to attempt to 
preach the pure milk of the word to the Dominions and to many 
foreign countries would utterly defeat the purpose of the 
evangelists, and perhaps permanently rum the cause The 
methods by which the prevalent wilhngness to break down 
barriers may be encouraged are clearly stated and deserve careful 
study So do the passages relatmg to British agnculture, which 
the Conservative Party has always regarded as its special reserve 
Few Liberals will quarrel ivith the downright rejection of arti- 
fiazil restnctions so far as possible, while agreemg that the 
mdustry must be kept gomg with encouragement to the speaal 
branches of stock-breedmg and petite culture 

I hope that this book will be widely read, not only by convmced 
Liberals, but by the mcreasing number of those compnsmg the 
flmd mass of voters which at a General Election bungs about a 
swmg of the pendulum 

® ^ Crewe 



INTRODUCTION 


This book will make a speaal appeal to the sympathy 
of Liberals from its association with the late Lord Meston, whose 
devoted service to the cause will remain in perpetual remem- 
brance He was not directly concerned with its authorship, but it 
may be taken as embodymg his hopes for a fiiture m which he 
knew he could have no share 

It cavers the widest possible fidd, the greater part bemg 
naturally devoted to international relations, since for several 
years after hostihties have ceased we shall be conscious that 
despite every preoccupation with measures needed to restore 
normal life in mis country, there can be no prospect of renewed 
prospenty and assured peace without reorganization, not only 
for the British Empire and Europe, but for Ae whole world 

It IS most necessary and helpful to reassert Liberal pnnciples m 
the widest terms, but something more is demanded if the Liberal 
Party is to re-emerge as an mtegral part of our pohtical system 

This book, therefore, nghtly defines ivith emphasis the 
apphcation of those pnnaples m vanous regions of social and 
economic life It successfully avoids adhesion to the plausible 
doctrme that Liberals can cheerfully jom in every movement 
that styles itself progressive, without examimng the real basis of , 
the daim To take an extreme mstance, National SociaJism might 
contend that m some soaal aspects, such as abolition of rlagg 
distmctions and greater equahty of opportimity for the nght 
kmd of German, it is far more progressive than the old Prussian 
Monarchy, Hitler lately boasted that two-tburds of the ofiBcers m 
the Army have nsen ^m the ranks But everybody knows that 
Nazi aggression is mfinitely more pernicious than BKmarckian 
mihtansm 

All readers will be attracted by exammation of the proposals for 
the establishment of a Grand Council of Nations which would 
^dertake many of the functions entrusted to the League of 
N^ons, and for the workmg of the International Executive The 
mmcult question of acceptance by vanous nations of some 
hnutatiom of sovereignty are carefully dealt with, and it is 
evident that the problems ansmg from the histoncal traditions 
and national pnde of the smaller countnes have been kept in 
mmd, m laew of the opmion which has been expressed m some 
quarters that m practice the settlement of the world will be 
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Liberals are not blind to the imperfections of human nature 
Indeed, they have always urged that when the government is 
corrupt or inadequate to express the will of the people, selfish 
mterest and wayw^d passion tend to become uppermost m the 
conduct of affairs' Liberals beheve that, given an adequate 
fi-amework of free institutions, there is a sujBGcient element of 
goodwill and reasonableness in the ^ater number of men to 
work those institutions effectively, and therefore jom issue with 
the cymes who see m human imperfections a fatal bamer to 
progress The framework of institutions necessary to give effect 
to the general iviU for a better order must now mclude certain 
^international arrangements 

Not many people m the democratic countries would Openly 
endorse the fascist glorification of war, as beautiful m itself Yet 
there are a few who still have some sneaking sympathy ivith this 
view It may seem a stark absurdity to men who have recently 
been faced with the reahties of war It is a weed only likely to 
spread in peacetime It becomes dangerous when there is a 
substantial proportion of people who feel that their normal 
ambitions have been baulked It is no accident that fascist ideas 
became popular m the years after 1929 when the world ex- 
penenced a greater economic stagnation than had ever occurred 
smee the Industnal Revolution Liberals therefore regard 
measures against renewed depression, not only as most desirable 
in themselves, but also as an mdispensable antidote to the 
recrudescence of any hankermg for self-expression m war. 


Er^orcing Peace 

In the past there has been some disagreement among peace- 
lovers about the best means to secure peace To British people 
m the mneteenth century it imght seem reasonable to secure 
peace for themselves by avoiding Contmental entanglements 
and maintaining full naval supremacy on the sea routes of the 
world That way is no longer open Air ivar prevents isolation 
from the Contment, and naval supremacy over all other powers 
IS no longer possible 

The League of Nations could be variously mterpreted Our 
Trench allies were anxious that it should have armed power to 
enforce its decisions, and some British people agreed with them 
Accordmg to others, it was to be regarded as a mechanism for 
setthng disputes by pubhc discussion, arbitration and mutual 
accommodation, so that, if only people wished peace, they should 
not fail of It for lack of adequate machmery of concihation Had 
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CHAPTER X 


PERMANENT PEACE 


Nnv opportumiy Enforcing pence Snfe method of approach 
Difficulties ^ttleraent of disputes ind enforcement of order The 
Pohee Force The Bntish Commomvcalth, the United States, Russia 
and China The International Exccuuic Disarmament and inspec> 
tion ofcx>enemies Armaments Is the scheme practical^ 


The first anp foremost of our peace aims, by compari- 
son with tthich the rest arc trivial, is to abolish international 
war from the face of the earth for evermore 
It IS true that the victorious Allies had tlus aim in 1918, and 
their failure has spread disillusionment But our opportunity 
will be more favourable than theirs m respect of will, of power 
and of knowledge 

Our will to peace wll be more imperious, because the havoc 
■wrought by war has been more widespread on this occasion, its 
•violence and dangers have been extended to whole civilian 
. populations and the disturbance to normal life entailed by waging 
ivar has been more complete Also we have the double experi- 
ence Many thought that the last war, because unprecedented, 
would prove unique, and were not suflicicntly alive to the 
danger of recurrence, they thought that one lesson would be 
sufficient and underrated the abiding elements of folly and 
perversity in h'uman nature Tliereforc their will was not suffici- 
ently set upon taking adequate precautions 
Our power is greater because between them the United 
N^ons will have complete mastery over all five continents 

knowlc^e is ^catcr by reason of our experience between 
the two wars Each failure of the League of Nations taught iS 
own lesson At any time during those tivcnty years there was 

re-draft the Covenant on better lines, but 
the opportumty was gone Now it will return 

From the begmrung the ideal of permanent peace has been a 
L^eral faith Liberals had the honour to 

M ^ decades when it was regarded 

as contentious and even paradoxical, not only in other countnes 
bu also by many people in this country It hL now bciSSc part 
of ffie common creed of the United hlations But S 

still be vigilant against cynicism and back-sliding. 
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the United Nations will have the undoubted power to enforce 
peace for the tune being The problem \vill be to consolidate 
and perpetuate that power We must therefore seek to keep it m 
bemg by setting up at once the simplest possible mechanism for 
maintaimng and directing it We must not interpose between the 
United Nations and their aim of permanent peace some elaborate 
and untned paper constitution, since we know that constitutions 
often function in practice in a way quite different jfrom that 
intended by their designers We must not dissipate our power 
and make the future peace of the world depend on all the peoples 
behaving m the most enhghtened and disinterested way at some 
future date 

The system of pohcing, that is of preventing acts of inter- 
national violence, should be so devised that it functions silently,^ 
unobtrusively, quickly, without controversy and with deadly 
efficiency It should be an unquestioned presupposition, and not 
therefore the focus of interest and discussion at mtemational 
conferences The proper subjects for pubhc interest and debate, 
for oratory, perhaps for controversy and mtemational spamng, 
arc new projects of econoimc and social betterment That is how 
the mtemal affairs of civilized countries arc conducted, and on 
the international plane the same rule should apply 

Yet how different was the scene at Geneva between the wars 
The work of econoimc and social betterment was tucked away 
and proceeded quietly and unobtrusively No doubt some good 
was achieved, but little by companson witli what was needra to 
remedy the econoimc distempers of the tune If pubhc opinion 
and the highest statesmanship had been directed to the tasks of 
international economic collaboration, great measures might have 
been earned through, which by mitigating the economic depres- 
sion might have stifled warlike intentions at an early stage 
Meanwhile all mterest centred upon questions of secunty and 
disarmament These matters, which should have been beyond 
controversy, were the subjects of all the major controversies, 
intrigues, excitements The ‘^sounding board” of Geneva 
reverberated to allocutions upon them Yet nothmg was achieved 
Indeed, on balance harm was probably done To the normal 
occcisions of international fiiction new ones were added It was a 
complete inversion of the right procedure No tune was found 
for those subjects where pubhc consideration and discussion at 
the highest level are necessary for progress, all time was mven to 
those subjects which are painful and wounding to national pime, 
and can only be effectively settled on special occasions when 
nations are in the mood for drastic remedies The end of the war 
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we not our own excellent experience of the value of machinery 
for mdustnjd conohation'!* T^e analogy is obviously imperfect, 
smce failure m the industnal field merely leads to a stnke which 
IS not an irreparable evil and may even be a useful safety-valve 
The presupposition that all members of the League would 
sincerely wish peace did not prove to be fulfilled 

It IS now generally agreed that peace will have to be enforced 
In the mamtenance of international, as of internal, order, a 
pohceman is needed And he must be provided with an un- 
challengeable power to enforce his disciplme Two thmgs are 
requisite 

(i) Each nation which feels tempted to enforce its wiU by 
violence should know that it will certainly and immediately be 
confronted ivith such an overwhelmmg force as to remove all 
chance of success And if it none the less persists m its crazy 
intention, the resultmg “inadent” should not be another “war 
to end war,” but a skirmish m which one force so completely 
outmatches the other that httle blood need be shed 
(u) If a nation, having m mmd this obstacle to its lawless 
ambition, seeks to build up such an armed force as to make the 
contest less unequal, it should know that its proceedmgs will be 
detected and forcibly checked at an early stage There should 
not be a “preventive war” but a “prevenUve occupation” at a 
stage so early, that the offending power is mcapable of resistance 
Gan these conditions be realized? 


Method of Approach 

The matter is so grave, so urgent, so firaught with good or evil 
for ourselves and our children, that we must proceed very warily 
and cautiously As we advance towards our aim, we must be sure 
that each footliold is secure We must use, as far as we can, 
tvell-tncd and trustworthy tools 

■u does not mean that at the peace we are to fight shy of 
^Id, new and far-reaching experiments Quite the contrary 
ihe tasks of peace will be many-sided and each task has its 
appropriate method of approach In building a more prosperous 
and progressive economic world order, there will be great scope 
lor all manner of expenments, administrative as well as saentific 
We should aim high and, if we sometimes fail, this should but 
whet our appetite for further projects 

But m the matter of kcepmg the peace, that cardinal and 
rudraentary necessity, wluch hes at the base of all other good 
works, VC must not take avoidable risks At the end of the war 
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arbitration and mediation are appropnate Nations will naturally 
be reluctant to bmd themselves to accept mtemational awards 
It will be necessary, therefore, and also right, to lay down most 
' careful and elaborate methods, ensunng the fullest possible 
dehberation, and safeguardmg rights and vital interests to the 
greatest possible degree The procedure is bound to be, and often ' 
should be, protracted. ' 

The prevention of violence,. on~the other hand, requires very 
swift action In modem times much may be done within twenty- 
four hours The pohcmg authority must be able and authorized 
to act without delay 

It must be supposed that the Umted Nations will establish 
some new international body, which for convemence we may call 
the Grand Goimcil of the United Nations It will be within its 
scope to deal, not only with planning'the world economic order, 
but also with pohtical questions mcluding the settlement of 
disputes The various forms of arbitration machmery will be 
under its aegis, fi-om time to time the settlement of disputes may 
be governed, not only by judicial considerations, but also by 
pohtical expediency. The numerous functions of the Grand 
Council will be discussed later 

As well as the Grand Coimcil there should be an International 
Executive entrusted with the pohcmg duties Now, however the 
constitution of the Grand Council is devised, whether votmg is 
unanimous or by majonty, however the votmg rights are appor- 
tioned among the larger and smaller nations, however its poiver 
is delegated to various committees — ^and these are ^ matters of 
constitutional experiment and therefore uncertain result it 
seems impossible to have absolute and unshakable confidence 
that it will authorize pohcmg action withm twenty-four hours on 
every occasion Apart from vacillations due to the self-mterest of 
powers, it may favour delay for the sake of appeasement 

There is much to be said, consequently, for making the 
International Executive derive its authonty from the Peace 
Treaty itself Its instructions should be simple to prevent 
violence If a frontier is violated, it must at once be restored If 
violence occurs m a region where rights are m doubt, it miwt be 
occupied by the International Pohce pendmg settlement If 
act of violence occurs on sea or over die sea, sharp measures of 
retahation must be taken without delay and whatever steps are 
necessary to protect the praft of the power attacked 

The International Executive should be empowered to act 
without waiting for adjudication on the rights and wrongs or 
the matter Pure pohcmg action should not be dependent upon 
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Will be such an occasion, and it is essential that use should be 
made of it to put the method of international pohcing on a 
permanent and workable basis 


Difficulties 

In devising such machinery careful account must be taken of 
the lumtations under which we work 

1 Every nation is reluctant to surrender its sovran rights, 
yet some surrender ^vlll be necessary It is important to plan 
matters so that the surrender reqmred is the least possible con- 
sistent with the mamtenance of peace It ivould be umvise to put 
forward an ambitious plan which required for its essential work- 
ing a large infiingement of national nghts, there would be 
danger that it might be whittled down at the eleventh hour and, 
thus emasculated, be ineffective 

2 No nation wishes to undertake large commitments which 
may later mvolve sacrifices of blood and treasure for causes which 
It may deem unrelated to its vital interests No doubt many have 
learnt the lesson that peace is indivisible Yet it would be unwise 
to subject their newly acquired wisdom to too great a strain 

3 In order that nations may have confidence, which is so 
necessary for a sense of secunty, they must have a deep conviction 
that pledges will be honoured and that the machinery devised 
for mamtaming peace will function at a crisis as planned in 
advance Faith in pledges has been sadly disturbed by the recent 
behaviour of the aggressor powers It must unhappily be ad- 
imtted that the pcace-lovmg powers have also contributed to the 
undermining of confidence by interpreting their commitments 
on various occasions m a way which gave them least immediate 
trouble rather than with a view to more distant dangers and the 
underlymg intentions of the instruments by which they were 
bound It IS important therefore that the commitments asked of 
each nation shall not be so extensive as to make other nations 
doubtful whether m the event they will be honoured m the 
spmt as well as the letter 


Settlement of Disputes and Enforcement of Order 

A solution of many difficulties may prove to he m rather rigid 
sepamtion between the machinery for enforcing order and the 
machinery for settling disputes 

Dilutes are bound to occur from time to tune, and it is an 
essenUal part of an mtcmational system that there should be a 
regular procedure for secunng a peaceful settlement Methods of' 


13 



would also be at the disposal of the Combined Chiefs of Staff, 
but they should only be required to be stationed and operate 
withm a certam radius of their home country to be defined in the 
Peace Treaty Should the International Executive fail m its tasks 
and a major incident anse, national governments would be 
expected to go further m assisting to defeat an aggressor, such a 
failure would, however, bring the matter to die Grand Council 
wluch could only call for wider assistance after constitutional 
procedure m which the nghts of each nation would be adequately 
safeguarded 

National governments might regard the forces at the disposal 
of die International Executive as m a certam sense immobilized 
But as the mam problem of their own security would be solved, 
this should^ not disturb them Furthermore, if the international 
system should brealc doivn — a. defeatist hypothesis, which none 
the less national governments are bound to consider — ^their oivn 
forces would be available m full strength imder their oivn ojO&cers 
and disciphne, and could be recalled or redisposed for the defence 
of their own country Thus the plan to use separate national forces 
rather than mixed forces for Ae work of mtemational pohcing 
has a treble advantage it means usmg a tned radier than an 
untried weapon, it "would allay the anxieties of national govern- 
ments, which will still dunk to some extent on nation^ Imes, and 
thus make the scheme more likely to wm their acceptance, and 
it would enable them to regard the forces under the International 
Executive as a reserve of last resort for their own defence, should 
the mtemational system break down, and thus relieveihem of the 
ieehn^ that they ought to create additional private armaments 
of their own 

Should the offenngs of forces by the national governments be 
insufficient to eqmp the International Executive for its duties, 
it could call upon the Umted Nations to make supplementary 
contributions on a quota system based on an index of their 
national mcome There would be an International Stati^cal 
Office m‘ quite a different part of the mtemational machine, 
chai^ged with the duty of keepmg indices of national mcomes 
always up to date 

The International Executive would require to have also at its 
disposal naval bases, aerodromes and quarters for land forces in 
all parts of the globe Where the power assigned ivith P^tml 
duties m a particular region had bases of its own, there 
no special arrangements Where this was not so, bases could be 
leased to the International Executive Nations would be requirea 
to furnish such bases Since these would be used to defend their 
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a vote, whether unanimous or by majority, in the Grand Council 
In this way order would be mamtamed \vithout prejudice to the 
nghts of each nation to have the fullest hearing for its point of 
view and the most elaborate safeguards against mtemationai 
decisions being taken preapitately on matters affecting its vitaf 
interests The International Executive should make a report on 
its activities to the Grand Council annually and after any 
madent Nothing shoufd be laid down ^v^th regard to votmg on 
Its Governing Board, votmg is an inappropriate idea The mem- 
bers would be collectively responsible for maintaimng order, the 
body would be an executive in the stnct sense It might occasion- 
ally use discretion as to whether an act of violence had to be met 
by violence, just as a policeman may decide that he can end a 
street brawl without physical intervention The mere appearance 
of a bevy of pohce on the spot may be sufficient But the executive 
would be responsible for insuring that the trivial incident did 
^ not develop mto somethmg more serious 


The Police Force 

"What force would be at the disposal of the International 
Executive^ One idea is to constitute a stnctly international force 
wth mixed personnel This would be an mteresting experiment, 
and It might be worth attemptmg But it would be an untried 
experiment and would not command full confidence, if brought 
mto bemg, such a force must be regarded as subsidiary m the 
first instance Primary rehance must be placed on the armed 
forces of the Umted Nations themselves 

There should be aCombmed Chiefs of Staff orgamzation which 
woiild report from time to time to the International Executive 
on the adequacy of the forces at its disposal to fulfil the tasks 
assigned under the Peace Treaty and to deal with any “incident” 
■without difficulties Plans should be m readiness and kept up to 
date for directmg sufficient force to any point at short notice 

The Umted Nations would be called upon to state what 
forces they were wilhng to make available for use by the Com- 
bined Chiefs of Staff organization The forces would retain their 
n^onal disciphne and remam under the command of their own 
officer 'With allegiance due to the Head of their own State With 
regard to air and sea umts, the national governments would be 
required to station them m various parts of the globe in accord- 
ance with the direcUons of the Combined Chiefs of Staff, but they 
■would be free to reheve and replace umts at their own discretion 
and deal with all matters of mtemal disciphne Land forces 
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was and never could be achieved So long as the contribution of 
each nation to security is in proportion to her income — ^and how 
otherwise can matters be arranged^ — ^it is impossible in theory, 
as well as m practice, to have available a decisively superior 
force agamst the three or four largest members of the comity 
of nation^ 

The fact of the matter is that the great opjportunity for securing 
peace, which will occur at the condusion of this war, arises jfrom 
the fact that these four nations are peace-loving If they were not 
peace-loving there would be no great opportumty and nothmg 
to congratulate ourselves upon If any one of them cherishes 
secret designs of aggression at some future date, then no con- 
stitutional plan, no treaty, no arrangement set up by treaty and 
no international police force however devised can prevent 
another war Our arrangements will depend on the -tviUingness 


of the four powers to keep the peace 
No doubt some formal shape should be given to this wilhngncss. 
They should agree to sign an instrument of the nature of the 
Kellogg Pact, totally renouncing war as an instrument ofpohey 
and agreemg to subnut disputes m the last resort to intemationd 
mediation or arbitration In the event of one power breakmg the 
pact and refusing to submit to the agreed procedure for arbitra- 
tion, the other three powers would be pledged to come toge^er 
for the purpose of joint action It would be their exphcit duty 
imder the pact to help each other m domg whatever \vas bert 
fitted to mamtain peace if possible, subject to their duty to defend 
the integrity of all other nations against aggression In the pursuit 
of these gtms they would be entitled and bound to take whatever 
pohtical and economic measures seemed most eiqjedient, mdud- 
mg, if necessary, declaration of war against the offending power. 
Following on a declaration of war by the three powers, the 
International Executive should be under obhgation to put ite 
resources at their disposal and the other Umted Nations would 
be expected to declare war Thus any one of the four ^eat 
nations, although not confronted by a poheeman immediate 
overwhelming stnkmg power, would be faced with a very con- 
siderable deterrent against the violation of peace 
^ To summarize, our proposals are r j 

(i) That there should be an IntemaUonal Executive f^hfied 
by a Combmed Chieft of Staff organization having sufficient 
force to overwhelm with dedsive and immediate superiority any 
violator of the peace, other than one of the four great nations, 
and derivmg from the Peace Treaty a mandate to use this lorce 
for mamtainmg order ivithout further referencej 
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tcmtones against aggression, it would be unreasonable in them 
to look askance on this requirement Indeed it is beheved that 
peace-loving nations are already thmkmg m terms of such 
tangible measures of security 


The British Commonwealth, the United States, Russia and China 

It would be the duty of the Combined Chiefs of Staff to report 
to the International Executive from time to time on the adequacy 
of the armed forces to deal with all possible mcidents on terms of 
overwhelming strength Their command of sea and air bases 
should enable them to concentrate laige forces upon any point 
with speed The pnnaple of overwhelming strength is important, 
smce this alone will give nations the sense of security they need 
and exorcize the idea of a long succession of “wars to end war ” 

Unhappily, there are necessary limitations to this prmciple 
It would be quite impossible, for mstance, for the International 
Executive to arrange a plan by which the British Common- 
^^realth, if she happened to be the transgressor, could be met by 
an overwhelmmgly supenor force m any part of the globe In 
order to give reahty, and thereby a sense of security, to the 
system, it is necessary to limit the responsibihties of the Inter- 
national Executive by removmg from its purview those powers 
^om It can never hope to overmatch with decisive superiority 
These may be taken to be the British Commonwealth, the Umted 
States, Eussia and China A different method is required for 
dcahng with these powers Part of the difficulties of the League of 
Nations was due to its not being able to cater differently for the 
threat to peace by those powers which could easily be controlled 
md those powers which, if they really meant busmess, could only 
be embed by another major war Germany would have to be 
mcluded m the list of exceptions were she not destmed for a 
cormderable penod to have a regime of complete disarmament 
and inspection 

Those whose nunds crave above all for tidiness may regret the 
^symmetn^cal feature of this plan Unhappily, it sprmgs mevit- 
ably from the nature of things In a world m which no one nation 
possessed more than a hundredth part or even a twentieth part of 
the wr potential in the world, it would be possible to have a 
comple^y symmetrical plan in which all were equally powerless 
policeman To try to make a pohee force which 
coTdd be decisively supenor on the spot to, say, the Umted States, 
or to Russia, m terms of the appropnate weapons, would be to 
embark on a mad race of armaments in which the goal never 
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the present war and are able by their independent judgment to 
exert a restoaimng influence on the professional demands of their 
advisers If these demands fall short of the forces voluntarily 
placed at the disposal of the Executive, no difficulty %vifl arise 
tJliouJd toher contnbutions be requifed, it may be desnable to 
submit the matter to the governments of the eight appointing 
nations A balance will have to be kept between the professional 
tendency to exaggerated precaution and the danger to peace 
^ulting from misplaced economy or careless leinty The Grand 
Council should not be troubled with such matters It will be 
concentrating on the arts of peace, on economic collaboration, 
peaceful change, mediation m disputes, it should be fostering 
sentments of mutual goodwill Haggles over pohcmg problems 
would tend to vitiate the atmosphere 


Disarmament and Inspection of Ex-Enemies 

Germany, ''It 0 ly and Japan should be totally disarmed This is 
the unilateral provision already embodied m the Atlantic 
Charter (Art 8) 

Liberals would wish to see a regeneration of our enemies and 
their eventual re-adnussion to the comity of free peoples on the 
basis of full equality But the tune is not yet. The early ejqien- 
ments in friendly co-operation should be m the tasks of inter- 
national economic planmng and technological development, 
■'where full scope may be given to their speaal talents The 
general question of ffie ultimate future of the ex-enemies is 
discussed m Chapter VI 

To make the disarmament provisions effective and give the 
world that sense of political secxmty which is so much needed as 
the condition for economic as well as pohtical progress, continu- 
ous inspection is essential This task would be assigned by the 
Peace Treaty to the International Executive If it detected any 
breach of law the International Executive would report the 
matter to the Grand Council 

It is not likely that an ex-enemy could put itself in a position 
to be a senous menace to the system of security in less than a 
year This would give the Grand Gounfiil time to make repre- 
sentations If at the end of a yeau* the Inspectorate found that the 
illegal preparations were still proceedmg, the International 
Executive would automatically t^e action by occupymg all or 
part of the temtory of the offending country 
We suggest that'- this term of grace should be specifically 
prescribed m the Peace Treaty There is danger that the other 
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u.\ the force shotild consist of national units voluntardy 
pum the disposal of the Executive by the 
?einforced if Necessary by proportionate 
nations, disposed over the world on sea, air and 
being eithw oivned by the patrolhng powers or leased to the 

^(luJ^St Se four great nations should forswear the use of w 
as an instrument of poUcy, agree to submit disputes in ^“t 
resort for settlement by mtemational mac^ery, and a^ to 
lom together against any one of their membera who violated the 
pact. It bemg the duty of the International Executive on the 
declaration of war by the other three to put its resources at their 
disposal 


TTie Intematioml Executive 

The duties of this body would be clearly defined in the Peace 
Treaty The Grand Council 'of the Umted Nations, to whom it 
would report, might add further duties by the unanimous vote of 
all the powers contributing forces, but would not normally be 
expected to do so 

Its constitution imght be somewhat as follows The Governing 
' Board would consist of eight members, appomted one each by 
the eight powers makmg the largest contributions to its forces 
It is probably desirable to extend the membership beyond the 
four great powers, since otherwise they nught be thought to be 
accumulatmg special pnvileges beyond reason To prevent the 
possibihty of any foolish race of armaments to secure the eighth 
place. It might be well to revise the list of appointing countries 
only once every ten years, and to fix the list by reference to the 
average contribution over the last ten years rather than the 
current contnbution The Govcrmng Board would be assisted 
by the Combined Chiefs of Staff organization and a Secretariat 
Responsibihty for mamtaining order must be firmly placed 
upon the shoulders of the Executive It must have its plans for 
actmg, and it must act immediately on the occurrence of any dis- 
order Discussion, argument, recnnunation should only begin 
after the violence has ceased and the International Executive is 
in full control of the situation 

It IS to be anticipated that from professional zeal the Combined 
Chiefs of Staff will exaggerate the amount of force needed for the 
discharge of the duties of the Executive It is desirable that the 
eight nations represented should in the first instance appomt 
civihan members who have had intimate experience of runmng 
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more or less What is adequate is a question of judgment If 
people do not have confidence m the adequacy of complete 
mihtary disarmament, they will be subject to awdety as Jo 
whether the econoimc disarmament is sufficient An international 
decision that some new development may be safely allowed or 
some old prohibition relaxed might revive the sense of insecunty. 
If the inspection is sufficiently thorough, the mihtary disarm- 
ament should provide an adequate safeguard, and it is better that 
people should be taught to place complete reliance on it from the 
outset 

(u) There is danger that this second hne of defence might 
cause a relaxation m the standards of inspection of the mihtary 
disarmament 

(ui) Owing to the large area open to argument in economic 
disarmament, it would be impossible to entrust it exclusively to 
the International Executive. We should thus sacnfice the great 
advantage of the unobtrusive and automatic workmg of the 
security clauses in the Peace Treaty Pomts would constantly be 
commg forward for debate at the highest level They would 
appear firequently as cross issues m plans for economic collabora- 
tion That very area m which we hope to develop fiiendly 
relations and rebuild a sense ofsohdarity in the tasks of progress 
would be soiled by questions of painful association and galhng 
to self respect To secure a durable peace we want to expunge 
memories and thoughts connected with war, not to have 
fi-equently brought forward for discussion and negotiation That 
IS one of the main lessons of the inter-war penod 

(iv) Permanent economic disarmament would mevitably 
create a strong "revisionist” sentiment not merely among the 
ex-enemies but elsewhere also Milita r y rearmament can 
be needed by those who have mihtary designs, and the demand 
for It IS not likely to evoke much sympathy But the re-crwtion ot 
mdustrial capacity may be needed for other reasons Indeed so- 
called permanent economic disarmament would make some 
revision highly probable m the comparatively ne^ future, but 
once this begins, no one knows where the hne will be It 

is most important that basic security provisions should be re- 
garded as qmte unalterable, the more rigidly this nde is observed, 
die more tolerant it will be possible to be of "peacefid change m 
all other matters It is therefore dangerow to mclude among 
security measures a provision, the repeal of which is likely to be 

disarmament must mclude the prohibition the 
manufacture of arms Science has now reached a stage m which 
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nations, who might by that tune have estabhshed many friendly 
relations widi the ex-enemies, would be umvilhng to b^eve that 
these had revived any mahgn intentions There might follow some 
reluctance to authon2e so drastic a measure as occupation There 
will mevitably be, and it is right that there should be, a progres- 
sive softenmg m the attitude of the Umted Nations to the ex- 
enemies, and a pohcy of appeasement may come into vogue We 
have had our experience of this, since human nature does not 
change, we may expect the same cycle of feehng to recur It is 
dcsuable therefore that a term of grace should be embodied m 
a bmdmg agreement, after which the International Executive 
would be le^lly bound to act 

For the same reason, we suggest that, as m the case of acts of 
violence, the International Executive should be required to carry 
out Its duties of preventing mihtary re-armament without refer- 
ence to any authority This might be very useful to the Grand 
Council if It was pursumg a pohcy of concihation It could 
represent the forceful measures of the International Executive as, - 
so to speak, an act of God, which it had no power to control This 
would implement the prmaple that.the pohceman’s work should 
be automatic and absolutely certain to take effect, and should 
not obtrude itself into high discussions of pohcy There is a 
complete analogy m the domestic sphere, where a government 
in negotiation ivith strikers and anxious to secure a peaceftd 
settlement by concihation, would never regard it as a possible 
gesture of appeasement to call off the pohee from keepmg order 
in accordance with the law at the factory gates 
Where the violation of the disarmament law was trivial, the 
IntemaUonal Executive would be permitted to use its discretion 
in the appheation of force, as m the case of acts of violence 
(cf P 15) 

It IS for consideration whether mihtary disarmament, which 
must include prohibition of the manufacture of war matenals, 
shomd be reinforced by economic disarmament which would 
profobit the disarmed powers havmg mdustnal capacity that 
could be converted to war uses Surplus capacity of this kind 
should be dismantled after the war Whether such economic 
isarmament ought to be made permanent is more doubtful 
At hret sight It might appear that this would make assurance 
aoubly sure that other nations would not be troubled by the 
rc-armament of ex-cnemies There are, however, four rather 
strong Mguments pomting m the opposite direction 
(i) \Vhile complete mihtary disarmament can be defined -with 
air precision, ccononuc disarmament is necessarily a matter of 
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war, which is a great moral evil as well as a material waste, and 
armaments which are only a material waste and not a moral 
evil, save in so far as they tend to cauSe war The tendency of 
armaments to cause war operates when there are a number of 
wholly autonomous and self-regarding nations vying wth’eadi 
other The matter is rather different if there is a system of 
collective security m effective operation 
' At Geneva it often appeared that the disarmament problem 
could be solved easily, if only the secunty problem were^olved 
The wisest course may well be to rely on the estabhshment of 
secunty to solve the ^sarmament problem for us Armaments 
are a burden upon the Exchequer and the standard of living of the 
peoples who maintam them If secunty is guaranteed, the natural 
pressure fbr economy is likely to be extremely effective in reducing 
armaments It is better to let these natural forces operate than to 
insist on panty ratios, which by drawing attention to pomts of 
national pnde and prestige may stimulate peoples to mamtain 
higher estabhshments than they would otherwise be willing to 
pay for Indeed it may well happen that for motives of economy 
the Umted Nations will not provide sufficient arms for the 
International Executive to discharge its functions and tiiat it 
may have to cause additional armaments to be made 
There are two principles which may, however, be apphed The 
first IS that of pubhaty, which should be given me gre^t 
pronuncncc in all problems of international relations Tlic 
Umted Nations should be called upon to declare to the Intcrr- 
natiQual Executive what estabhshments they propose to mamtain 
The second principle may cause more heart-bummg, yet it 
seems necessary It will be the duty of the International Executive 
to have sufficient force m rcadmess to oppose any act of ^olenw 
with an overwhelming supenonty It cannot discharge this duty 
TinlpRs It knows what forces it may have to oppose. It seems o 
fonow that It should have the right of ingiecuon 

Inspection would serve a double purpose If a nation plac^ 
forces at the disposal of the International Executive at leased 
bases, inspection would follow as a matter of coume If a nation 
provided such forces to be stationed on its oivn bases or Mthin 
Its own territory, here again inspection would seem to be najiu al 
The International Executive would have to 
nation was really makmg the contribution 'vjuch ^t prof^cd to 
be makmg to international secunty It would be a poor affiur 
if the Executive found that it was rclymg on squadrons or 
destroyers that only existed on paper or were unfit for service 
Inspecdon m this case would not be to prevent a nation having 
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the development of lethal weapons of a quite revolutionary kind 
IS no longer an idle phantasy but has to be taken very seriously 
The inspection of laboratories will therefore be necessary The 
International Executive would have a staff of scientific experts, 
and the vanous nations would be required to report to it on 
possible dangers 

A very minute inspection may come to be necessary, and the 
whole temtory should be covert at least once a year Thus we 
may suppose that the inspectorate responsible for ex>cnemics 
would have to number no less than, say, 20,000 persons — a small 
pnee to pay for peace 


Armaments 

This IS a subject to which a wholly new method of approach 
IS desirable The mter-war period has lessons deserving attention 
Not only did the attempts to secure general disarmament fail 
miserably, but they were potent causes of international friction 
and at times blocked progress in other directions 
It IS only fair to recogmae tliat very strenuous efforts were 
made to reach disarmament agreements, and, if certain govern- 
ments were from tune to time unnecessanly obstructive, their 
failings m this regard probably did not exceed what we must 
normally expect to find m human nature In planmng for a long 
future It would be foolish to rely on perfect enlightenment 
The obstacles to success were partly technic^ Thus, if it is 
agreed to have naval parity, what number of 8 -inch cruisers must 
be regarded as equal to a given number of 6 -inch cruisers^* Or, 
agam, what kind of allowance must be made for the varyinu 
strategic requirements as between a compact country and one of 
equal population which has widely scattered territories^ The 
question of prestige was also an obstacle, here agam we cannot 
expect human nature to be completely reformed But the most 
unportmt argument for caution m the present situation is that 
It wm be necessary to ask the nations to make a number of 
sacr^CM of interest and even of sovranty for the sake of a better 
world Some such sacnfices are quite indispensable if we are to 
succeed m our aims at aU It is important therefore that we 
should not ask for sacnfices which are not essential We must not 
set our demands too high, lest m the end we get nothmg and 
relapse into anarchy ^ 

peace-lovmg atizen regards armaments as a 
f i evil, hberals have always voiced that sentiment and wiU 
contmuc to do so It is necessary, however, to distmguish between 
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an absolute guarantee against each other, whom alone they fear, 
although they hope, as the whole world hopes, that their present 
friendship will endure It might be argued, however, that if the 
greater powers refuse inspection, they should make a larger 
proportionate contribution, if the other nations wish it, to the 
forces of the International Executive 


Is the Scheme PracttcaP 


To what extent does this scheme overcome the difiBculties 
mherent in the situation? What sacrifice of sovran nghts is 
involved^ How far-reachmg are" the commitments required? 
What confidence may nations have that the system will worP 
Each nation, other than the ex-enemy nations, iviU be allowed 
to mamtain whatever establishments it is willing to pay for 
Those forces vwJl owe allegiance to their state Thus each nation 
will have m addition to the mtemational guarantee a force which 
in the last resort it can use in self-defence should the mtemational 
system break doivn Meanwhile the geographical disposition of 
those forces, or of part of them, will be at the discretion of the 
International Executive, subject to a limitation m the case of 
land forces that they shaJOl not be sent beyond a certain radius 
A compulsory contribution to security will only be required 
if the voluntary contributions are msufficient This supplementary 
levy of arms will be stnctly adjusted to the capacity of each nation 
to pay for it Whether it is likely to be necd^ depends pnmamy 
on how much of the burden the great powers are willing to 
Thus if the system imposes some burden on the small nations, 
It will have the countervailmg advantage of bemg more demo- 
cratic The great powers may be wilhng to have regard ^ pre- 
vaihng sentiments on this matter, and take more or less of the 
burden on themselves according to which hne of action is more 
popular Nations will also be required to lease bases, shomd their 
own contributions be judged madequate for tlieir o\vn defence 
Their own bases would also have to be made available to receive 
any foreign forces required for defence of their territory m the 
event of an inadent Such plans would surely be widely 


^e nations would only be committed to alloivmg the blood of 
their citizens to be shed m the mamtenance of order, either (i) 
when the pnnciple of overwhelmmg force could be applied, m 
which case the bloodshed would be small, or (n) if one of the 
wTat powers violated the peace, m which case they would not 
W to act save m the company of the three other great powers. 
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arms, but to make sure that it was really contnbuting its assigned 
quota The only doubtful case is in regard to those declared 
armaments which a nation might choose to mamtam in addition 
to the forces which it put at the disposed of the Executive In this 
case the mspection would be, admittedly, to ensure that there 
ivere no concealed armaments This is the most senous inroad 
upon sovranty yet proposed, it seems necessary 
Such inspection would have an important secondary advant- ■ 
age For many decades a deaf ear is hkcly to be turned to pleas 
by Germany, Italy and Japan to be allowed to re-arm The matter 
IS different m the case of inspection It will be represented that 
this IS a dishonourable and humiliating servitude, implying lack 
of trust just at a time when in other fields, such as investment, 
great efforts may be made to mcrease mutual confidence It 
would be a great advantage if it were possible to point out that 
inspection was by no means a discriminatory burden, since the 
Umted Nations themselves were subject to it This argument for 
general inspection should weigh both with generous and suspici- 
ous minds, ivith the former because m fact our ex-encmies would 
equal footing, with the latter because it w'ould 
make the withdrawal of ex-enemy inspection in the coming penod 
of reconcihation less probable 

It IS not cxmtemplated that the International Executive would 
c given the impossible task of bnngmg an overwhelming force 
into acuon agamst any of the four great powers ConsequenUy 
mi nght to inspect these powers to enable it 

to Its obligations Those powers must reach mutual accom- 
modation on t^ vexed question In the Liberal view the Bntish 
Jjommonwealth should express unreserved wilhngness to lay all 

mspecuon, subject to the other three 
p oing the same In favour of mutual mspection by the 

“It?" thein on a precisely 

powers and that this,may smooth 
matters, (u) that it would check the growth of mutual 

b? nSief arguments should 

be pressed upon the other great powers, but not to the point of 
jeop^dizmg our fiiendly relation with them ^ 

tVii powers refused inspecpon, it would not foUow that 

the other umted nauons would have a gnevance on the score S 

natmns get a larger share of the benefits of the new system 

PO*ers have m aly caS 

notlmigtefear The giealer pewerswm Sot and eannot be 
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should lift a great load of mutual mistrust off the shoulders of 
humamty 

No system can 'by itself provide an absolute guarantee against 
the greater powers Solemn pledges and pacts for joint resistance 
to aggression undertaken, as they will be, by powers which have 
an honourable record for keepmg faith, should go" far to allay 
anxiety Their bonds wilT be hallowed by the sacrifices of this 
war Their common purpose to make a peaceful world should not 
die, if only we preserve a settmg in which it can hve, and this 
setting our scheme provides The four powers will retain some 
sort of leadership m mtemational affairs that will give them 
prestige and should satisfy their ambition The prime motive of 
self-mterest will inchne them to peace, smce they cannot hope to 
make a better world for themselves by going to war iwth a rival 
whom they may defeat but know they cannot eliminate 

Thus there are grounds for reasonable optimism Some indeed 
might make an opposite criticism and urge that these pre- 
cautions are unnecessarily elaborate, arguing that if our enemies 
are stripped of their arms there will not be found m the world 
any other nation still chenshmg a taste for aggression Two pomts 
may be urged in reply We have to prepare for a long future No 
one knows what unsuspected nation may develop aggressive 
intentions at a later phase But if we do not arrange the perman- 
ent machinery and define commitments now, it will be much 
more difficult to persuade nations to make the necessary sacrifices 
later on after enjoymg a period of peace Secondly the readmess 
of each separate nation to disturb the peace may depend on 
whether the nations collectively seem to mean busmess m 
enforcmg it Thus if after the International Executive and the 
Combined Chiefs of Staff organization had been set up, b^es 
leased and other comphcated preparations made, we then looked 
out on a world steeped m the most profound peace, this wo^d 
not mean that all the preparations had been unnecessa^, liut 
only that they had been completely successful This mdeed is 
precisely the result we want to bung about The measure of 
Access of a pohee force is the extent to which it appears to be 


The^ scheme is not offered as a panacea If, when the Inter- 
national Executive gave an order, the national governments 
cabled mstructions to their officers to take no cogmzance, the 
svstem would no doubt break doivn Rather it provides a tool 
Xch can be used to good effect, if the majority smcerely i^h 
for neace and are not violently unreasonable Liberals beheve 
lat^these Snditions iviU be folfilled They recognize human 
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This second comnutment should be interpreted so as not to 
violate the unity of the Bntish Gommon'wealth or the Monroe 
doctrine In both cases (i) and (u) above the commitment would 
only cover the forces which the nations had put at the disposal of 
the Intemationd Executive In the latter case, which imght 
degenerate mto a major war, it would be nght for them to enter 
mto total war against the aggressor, but before this could be 
required of them, the matter would have to go to the Grand 
Cotmcii, where they tvould be able to reserve their position 
Each of the great powers, however, would be committed by the 
spcaal pact affectmg them to make total war, if necessary, m 
conjunction with the other two against any one of their number 
which committed aggression 

It IS to be observed that these commitments do not mvolve 


takmg sides m future disputes the nghts and ivrongs of which 
cannot be foreseen The commitment is merely to preserve order, 
that IS to mamtam the status quo This does not mean that there, 
can never be any change m temtonal arrangements It only 
means that no change can be executed by violence or threat of 
violence There can alivays be peacefiil change, but it must be 
genumely peaceful Both parties must agree /riid if it is objected 
fliat this IS tantamount to freesang the existing situation, on the 
ground that no country would ever consent to any temtonal 
sacrifice, the answer is that if the temtonal change seems really 
desirable it should often be possible to offer a quid pro quo, such 
as an economic advantage, as a result of negotiation The know- 
ledge that no change could ever be effect^ by violence should 
make nations more and not less ready to consider reasonable 
proposals for peaceful change 

I^ection will involve an inroad upon sovranty In the case 
of the ex-eneimes this goes without question Thus is the mam 
concession, and it is not an onerous one, that the other powers 
^e asked to make in the interest of security Inspection of the 
l^er powers will be earned out by tbe IntemaUonai Executive 
Whether the four greater powers open their doors to mutual 
^pection should be a matter of agreement between them The 
Bntish Commonwealth should express unreserved willingness to 
be a party to it & 

confidence and sense of secunty will emerge from all 
trm Precisely because the concessions and commitments in- 
volved are should be general confidence t^t 

they will be fulfilled If they are, absolute secunty against 
yicjence by any pow^ther than one of the four greater wwers 
will be guaranteed This m itself is a very large advance, and 
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economic conflict of interests between nations, although many 
supposed conflicts are apparent and not real To meet the case of 
a genume conflict to which national governments have become 
parties, the Grand Council of the United Nations should Jreep in 
being machmeiy for conciliation But its mam work should be 
directed to reforms which yield net benefits, mvolvmg a gam for 
all or some and no loss to others 

In the period between the wars most nations suffered m varymg 
degrees from economic malaise, dislocation and depression No 
doubt in many cases they could have helped themselves by greater 
energy and initiative on the part of their governments and 
citizens But very often they believed, and with good reason, that 
they were powerless to secure a substantial improvement so long 
as conditions m the outside world remamed so unstable and 
depressed. Concerted measures were needed, but there was no 
adequate madunery to secure them In each country there was 
naturally some ^sagreement about the causes of the trouble 
there were no means of poohng the best opimon m all countries, 
there were no means of evolvmg a master plan for muted action 
to get at the root of the trouble or a senes of eiqpenments with 
alternative plans, experience of which would have pointed to the 
best solution 

Soon we shall have the opportumty to change all this. Signa- 
tories of the Atlantic Charter have bound themselves to take 
concerted measures It is premature to specify precisely what ^ 
madunery will be required One must begm by considering the 
which It should perform, if only these are dear and agreed, 
there should be no diflSculty m devismg appropriate machm^ 
We shall refer to it for the present as the Economic Branch of 
the Grand Council of the Umted Nations This might consist of 
a number of departments under a smgle general secretanat, or 
altemativdy of a senes of associated mtcraafional instttutioiw 
It will be referred to m the smgular m the folloivmg pages, for 
convemence and -not to prejudge the questioii whether it ought 
to be a single body or a cham of semi-independent Imdi^ 

The work of the Econonuc Branch may be grouped under three 
heads— namely, (i) the coUection and diffusion of economic 
information, (n) measures to secure that nabonal governments 
concert and harmonize their pohcies and (m) its own economic 
operations. 


Ecommic Jr^mnaixon 

(i) Sufficient knowledge is essential if jplanmng be sound 

In 4is regard the Economic Section of the League of Nations 
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imnerfcctions and put no tnist m the idea that even this war will 
SrSto prrfect enlightenment Th^ do believe hat 
the machinery is adequate, there will be sufficient goodwiU and 
sufficient desire for peace to make it function as . 

The scheme is m one sense a compromiM betw^n the ideal o 
a uorld state and the facts of naUonal pnde, touchiness and seU- 
intcrest But in another sense it is not a compromise at ^1 
Liberals believe that the maintenance of national loyaltiM is a 
good thine in itself We do not wish to clamp a system ot rpd 
uniformit? upon the world We believe that some demrat of 
diversity is a necessary condition alike of freedom and oi pro 
gress But It will be hard to maintain any diversity of culture, ol 
thought, of individual self-expression in the world, if national 
governments arc divested of their rights and nations of Aeir sc 1- 
regard, further than is essential for the maintenance of peace 


CHAPTER II 

LCONOMIC COLLABORATION— METHODS 

The United Nations— an economic branch Economic infbrmauon 
Concerting national pohcies Economic operations Political im- 
portance of ^‘operations " Finance of economic branch 

The United J>faUons — an Economic Branch 

It IS ON THC POSSIBILITIES of cconomic co-operation that 
vve may build our fairest hopes for the future In public affairs 
Liberals have always stood as the very special, sometimes the sole, 
champions of cconomic welfare It is a mistake to suppose that 
tins means laying stress on tlie merely material side of things or 
fav ounng any p'vrticulai interest, such as finance or trade, at the 
expense of others Lconomics stands for something much broader 
than tJiat It is concerned to secure that the a\ ailable resources of 
a country oi of the world, the lavv materials, labour and skill, 
art used to produce the greatest possible quantity of the goods 
whicli individuak most want An cconomic improv'cmcnt is one 
which secures better use of those resources and Uicrcforc enlarges 
the flow of goods, and in consequence it makes it possible to 
improv c the liv cs of certain people w ithout mjuring anyone else 
Ilic Significance of this for intcmationnl relations is obvious 
One muon cannot make a tcmlonal acquisition without a 
sunender b> some other nation But an cconomic change may 
bnng benefit to one nation or several nations without the otjupf* 
suffeaing in) loss Tins docs not mean that llicrc cannot 



*nn non-memben In 
Other cases the inducement to adhere to a code, cir for svn- 

chromzed treatment of the bade c)'cle, might be fotnd in l^hc' 
general operations” of the Branch, eg m special measures by 
It to ease balance of trade difficulties during a depression 
It IS of supreme importance to get the greatest possible amount 
of wilhng support for the international s)'slem If at the outset 
nations are asked to deprive themselves of weapons of policy to 
which, whether rightly or wrongly, they attach importance, the 
_system will be bom m an atmosphere of grudging suspicion most 
unfavourable to whole-hearted and ambitious collaborati\ c 
endeavour 


Nations arc bound to be cynical in regard to the benclits 
tvhich they ivill individually derive from the common system 
If they are asked to restrict their freedom of action, they wll wish 
to know ivhat tangible good will accrue Now if it is possible — 
and It should be possible — ^to make the system of collaboration 
yield substantial advantages nations have to make large 
commitments limitmg their freedom of policy, sucli commit- 
ments will be accepted wath far greater readiness. 

Tanff reduction is a case in point We behevc that each and 
every nation would gam individually from an all-round tanfl* 
reduction But nations will certainly be doubtful and reluctant, 
not only because of sectional interests that wiU suffer, but aho 
because they are not fundamentally convinced of the truths of 
pohtical economy Economists have recently sown doubts among 
intclhgent people by their mtemecine disputes, and tJic ravages i 
of dcpicssion have made it necessary to take short views, in whirl) 
the advantages of Fice Trade arc less apparent Full cmplo)- 
ment has become the imperious objective of policy Governments 
wall find it most difficult to adopt measures ^nvolv^ng a sectional 
fall of employmicnt as an immediate consequence, however great 
the long run advantages mav be But if it is possible for the 
international system to establish a regime of high demand and 
full employment for a considerable period, the resistance to 
tariff rcducuons will abate. Indeed, in the maturity of time 
tariffs may drop like npe apples. 

^\'hilc therefore cvcr>' effort should be made to get an all 
round tariff reduction when the w:ar is over, on the lines of 
Article VII of the Mutual Aid Agrcanent, this should not he 
pressed to a point of alicnaung roaiiy nations from the w hole 
idea of mtcmational cO-operation First consideration sfiould l>e 
given to such positive measures for stimulating jiroduction and 
consumption as do not require renunciations of freedom. 
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has made a fine beginmng Its mteUigence. service was of a high 
order of cxcdUience, and Ae Economic Branch should take over 
Its hbrary, files and staflf But ever more and more/ information 
will be needed Whatever their susceptibihties m other respects, 
the Umted Nations should agree to the pnnciple of pubhaty 
about matters of fact This is the corner-stone of mutual con- 
fidence They should bmd themselves to provide information in 
response to approved inquiries Where information is demanded 
wmch they lack and do not need for their own adimmstrative 
purposes, the Economic Branch should bear part of the costs of 
collectmg It 


Concerting J/ahonal Policies 

(u) Obvious examples of concerted measures are all-round 
tanff reductions or synchronized Pubhc Works in times of world 
depression The question at once arises m an acute form — is the 
Econonuc Branch to be given the power to require such measures, 
or IS It merely to get the greatest measure of voluntary co-opera- 
tion which It can’ If the former hne were taken the whole Rr.hpmf^ 
would encoimter the most fbrtmdable resistance at the outset, if 
the latter, is there not danger that the Economic Branch rmght 
d^enerate mto a condition of impotence like the League of 
Nations, which made such strenuous but vain efforts to get 
agreed tanff reductions’ 

We believe that the most hopeful mode of advance is by the 
idea of economic codes A number of codes could be drawn up 
rclatmg to a vanety of topics Each of the Umted Nations would 
be mvited but not compelled to subsenbe to each of the codes 
By subscnbmg to the code a nation would limit its freedom of 
action m certain respects defined at the outset For example a 
maximum level imght be set to its tanffs, or it might undertake 
to expend simultaneously with other subscnbmg nations a certain 
percentage of its national income or of its pubhc revenue on 
pubhc works in tunes of depression, the time for such syn- 
chro^ed expenditure bemg specified by the Branch ^ 

The Illation to freedom mvolved by subscnption should'not 
be regarded as more severe than the limitation which a nation 
eposes on iteelf when it signs a trade agreement No nation need 
^compelled to sign, each nation could withdraw on due notice 

P>^vilc&“ af obhgations should flow auto- 

matically from memberslup Thus members of the low tariff club 
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forward, the wheat-producing powers would have grounds 
complaint But in fact such an occasion would not arise since 
the operations would be stncdy governed by certain broad 
pnnciples, clearly defined in the charter and accepted by’ 
members 

For the very reason that these operations would not normally 
impinge upon sovranty, the greatest stress should be laid upon 
them This land of work could grow and proliferate without b^g 
held up by negotiations for the agreement of governments or 
giving nse to international fiiction It would raise the Branch far 
above that level of frustration m which the League of Nations 
and the International Labour Office hved and had their bemg, 
individual nations might be obstructive and unprogressive, but 
the Branch would proceed with its great tasks 
Success m them would have a twofold effect on those pohcies 
referred to m (u) which require concerted measures by govern- 
ments, it would make agreement more likely and failure to secure 
agreement less injurious Psychologically governments are much 
more likely to stretch a pomt to meet the wishes of a body which 
is doing valuable and vital work of its own than they would be in 
the case of a body whose sole task was to secure such agreements 
Furthermore the Branch would then be m a -position to offer 
inducements additional to those contamed m the code itself 
Thus a nation refusing to adhere to a tariff code might auto- 
matically forfeit certain advantages in the distribution of the 
Branch’s funds for pubhc works Of course there must be no 
mdividual discrimination against nations But they could be 
divided into categories by certain dear rules according to their 
degpree of co-operativeness m those thmgs where co-operation 
IS necessary, and the Branch could have scales of priority m the 
distribution of favours to match then categories 
Equally important is the point that positive operations by the 
Branch would reduce the importance of getting co-operation by 
the governments When a nation will not play it usually does more 
harm to itself than to the rest of the world The plan underlymg 
the Branch’s operations should have sufficient fiexibihty to 
cushion the adverse effect of naUons which persisted in unneigh- 
bourly pohcies It is the crowmng beauty of economics that of 
its very nature it adapts itself to the wishes of people however 
imwise If a man insists on spending money on foolish things, it 
does not refuse to cater for his tastes So m the case of nations; if 
national governments have certam foolish predilections, the in- 
ternational economic plan should treat this as part<of the data to 
which It must accommodate itself A stupid government should 
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Economic Operations 

V. (m) We hold It to be essential that the Economic Branch should 
Itself conduct ccononuc operations These may be defined as 
buying, selhng, lending and borroiving Some preliminary 
examples may be given 

We believe that it is of urgent importance to adopt some such 
scheme as the Qearing Union proposed by the Bntish, or tlic 
Stabilization Fund proposed by the Americans, for tlic regulation 
of monetary relations between nations Tlie Union or Fund may 
be conceived as part of the Economic Branch Its objectives and 
Its powers of operation to attain the objectives would be dearly 
set out m Its original charter Under either scheme it is clear that 
It would be involved in buying and selling gold, currencies, etc 
on a large scale 

Agam, we believe that some international mechanism is 
required to reduce the fluctuations in the w’orld prices of primary 
products To be cfTcctivc the responsible body w'ould have to be 
prepared to buy and sdl commodities on a large scale 

Again, we shall sec that there arc strong reasons for setting up 
an international institution which may serve as a channel through 
which the surplus savings of nch countnes may flow to fruitful 
use m countnes short of capital This would entail Icndmg and 
borrowing on a large scale 

It IS important that these vanous operations should not be 
occasional and exceptional, but should gear m to the world 
economy so as to have a contmuous effect upon it, stimulating it 
for instance, in Umes of depression, or damping tendenaia to 
tight order of magnitude, one must suppose 
that thousands of milhons of pounds sterling (including the 
®fl^alent foreign currencies) would pass through its ledgers 


Political Importance of"OperaUonP' 

This concepnon, if adopted, would have a most profound 
influence on the peace setUement, not only in its economic but 
also in Its pohucal aspects It must be noticed that buvine: and 
sel^g, lending and borrowng do not normally mfnni ^vran 
T^hts An mdmdual could carry out those operation! without 
daiimng sowan powers of any kmd» The mam thing diflerenUat- 
mg those of the Economic Branch would be their vast scale Of 
course, these powers could in theory be used in such a wav as Vo 
give to legitimate grievance Thus if the Branch uncxpcctcdlv 
rd^cd a vast holding of wheat just when a harvest was^eSg 
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We have for too long been resting on the horns of a HiWma 
"With regard to an International Authority Is it to be given power 
to act^ But this means a painiul wresting of power away from the 
nation states Or is it to be merely advisory^ But then it can 
achieve httle, its history is likely to be a dispiriting one of repeated 
frustrations; the higher the hopes^ the greater the disillusionment 
But there is another source of power which this dilemma neglects 
the power of money The League of Nations and the Inter- 
national Labour Office had to all intents and purposes no 
money 

i ** 

Finance of Economic Branch 

But whence would it denve its moneys It may be well to set 
out certain financial principles which should be uniformly applic- 
able whatever its varied particular functions might be 
In the first place, “it should resemble a commercial concern 
rather than a government in the sense that it would not be paying 
money out for purposes that bring no Snanaal return A govern- 
ment depends on a steady revenue from taxation, which it dis- 
burses once and for all to judges, poheemen, soldiers, etc Hiere 
IS a constant outfiow which it has to balance by mamtainmg com- 
pulsory levies on its citizens An institution which operates by 
buying and selhng, lending and borrowing is not m this position 
Having acquired a capital it keeps it mtact and may even make 
a profit upon it, which can then be apphed to approved purposes 
This IS not to say that we may not need some mtcrnational 
body which can distribute money for beneficial purposes ivithout 
expecting any return, such a body might indeed be part of the 
Economic Branch, but its resources would be limited and its dis- 
bursals occasional and exceptional, to meet necessitous cases It is 
important to stress the distinction between outright payments of 
this kmd and the regular operations of the Branch If the former 
are comparatively small, as -we suppose, they cannot have an 
important effect on the -balance of supply and demand in the 
whole world economy, although they may be a great godsend to 
the particular beneficiaries If on the other hand they were large 
enough to make an appreciable difference to the world economy, 
this would entail collecting heavy sums by mtemational taxation 
and the whole question of the sovranty of nation states would be 
raised in an acute form, it would entail establishing a world super- 
state not by a peaceful, pamless process but by a great revolution 
and spectacular act of self-abnegation by the nation states We 
hold, on the contrary, that the mam activities of the Branch will 
not consist m providing services which have to be covered by 
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be regarded like a bad harvest or an earthquake, an obstacle to 
rcahzing the highest prosperity possible, but not a fatal bamer to 
further progress This is not to imply that the stupid government 
IS the exception, each and every government may be expected to 
manifest certain characteristic stupidities, and these together 
create the problem which the Economic Branch has to solve The 
point IS that it is often wiser to recognize and circumvent the 
obstacle than to try to force the offendmg government into Ime 

Thus the Economic Branch should be able to proceed with its 
tasks without havmg to do much violence to national autonomy 
It would set out to do certam things not done in the world before 
There would be no need for it to take over functions already well 
discharged by national governments, no need to encroach on their 
domain It would be there to do the things which they have not 
done and cannot do, to make the adjustments required to bnng 
the separate endeavours and pohcies of governments mto mutual 
harmony It should set out with certain specific and limited objec- 
tives Its work would inevitably grow, one problem leadmg on 
to another And thus by a peacefiil process of evolution without 
any transference of powers or rights, we should come to find 
established a piece of intemaUonal machinery doing work of the 
highest importance for the welfare of individuals hving m all 
countries In fact we should, ivithout ever marking the precise 
lime or date, have entered mto citizenship of a world state It 
ivould not be a state of the kmd to which we are accustomed, 
whose primary funcUons rest on a basis offeree It would more 
resemble the stale envisaged in the hterature of anarchism where 
everything is done in ivillmg co-operation and the poheeman has 
no place It would not be a coercive state, it would have no 
separate system of law It would be an institution discharging a 
numbCT of functions throughout the world m accordance wth the 
laivs of the separate states 

Such an institution would have a value over and above the 
economic benefits conferred by it It would be a hving embodi- 
ment of the international pnnciple Enthusiasm for the solidarity 
of mankind may be kindled by oratory, but soon dies dowm again 
It no institutions exist which give permanent expression to that 
solidanty Interwt would be focussed upon the work of the Branch 
rnuiAU for improvmg or expanding it Public opimon 

Ijrouglit to bear through appropriate channels Tluis the 
feel themselves to be members of one world 

control, and this 
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F^thennore, &e accrual of surplus saving may alter rather 
r^idly in the different phases of the trade cycle If the Branch 
when borrowing had to take contributions from governments in 
accordance with some prescribed yardstick, it could not make the 
qmck adj^tments demanded by the changmg situabon 
^om the pomt of view of international pohtics, this necessity 
o borrow commercially rather than from governments has an 
immense advantage It is to be hoped that wthm the framework 
of its garter the Economic Branch would develop a mmd and 
Will of Its own in the day-to-day implementation of its instruc- 
bons, it should be raised above sectional pressures and mtcrests 
If its terms of reference required amendment from time to time, 
as no doubt they would, changes should be made through the 
constitutional machmery of the Grand Council This would be 
essentially democratic in character, though with realistic regard 
for the position of the greater powers Thus the broad purposes 
for which its money was to be used would be directed m the last 
resort by the Umted Nations themselves through whatever 
machme^ fbey had developed for givmg expression to their col- 
lective will Subscribers to loans made by the Branch would have 
no more control over its pohcy than do subscribers to the loans of 
pubhc corporations mside a country This prmciple would give 
nse to no difficulty m practice if the subscribers were widely 
scattered mdividuals or corporate bodies^ 

But if the subscribers were governments, the autonomy of the 
Branch would become 'precarious Governments Tnaking large 
contnbutions would feel the power and therefore the temptation 
to brmg pressure, there rmght well be a popular clamour in their 
oivn countries that they should do so If they yielded to it, this 
would bring confusion mto the counsels of the Branch and ulti- 
mately mvolve the whole mtemational system in disrepute and 
rum It IS a mistake to suppose that it would be a concession to 
reahsm to give nations from whose area most of the loans were 
denved special privileges, for the amoimt of surplus savings an 
area has to dispose of has no direct relation to its fundamental 
econonuc strength For some years to come, though not neces- 
sarily m the long run, it may well be that the United States will 
have a large surplus of savmgs while Russia has none, it would be 
neither reahsm nor idealism to give a preponderant votmg power 
to the Umted States and none to Russia 
It IS pertinent to ask on what terms the Branch could raise 
money, since its power for good would depend on its command 
over money at the cheapest rates There may be a temptation to 
facihtate matters by proposmg a guarantee from the governments 
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taxation, but in buying and seUing, lending and borrowing In 
particular it must be observed that the Economic Branch should 
not be responsible for financing international security measures 
These should be provided by the means set forth m Chapter I 
Secondly, the capital required by the Branch should be small 
m relation to its turnover* In this regard it should be m a position 
analogous to that of a central bank The capital of the Bank of 
England is at present only about million, but its total 
habihties are about ^i,ioo milhon and its operations have a pro- 
found effect on the whole national economy A comparatively 
tnvial sum such as £100 milhon should probably suffice for the 
imtisil capital of the Branch This figure should not be compared 
with that of the “quota contributions” proposed in the American 
Stabilization Fund plan These contributions are required by the 
special character of the American scheme, they are not capital 
subscriptions m any ordmary sense A small capital could be 
subscnbed in proportionate amounts by the governments of the 
Umted Nations without any difficulty 
But, thirdly, its assets and habihties should quickly mount up 
to much higher figures It would need to borrow Indeed it would 
not only need to borrow, it would be its duty to borrow, for 
borrowmg would be part of the mechanism by which it would 
secure that equihbnum behveen world supply and demand for 
wluch we have to plan Now it is most unhkdy that it would be 
found to be suitable for it to borrow from governments, rather it 
should go over their heads to the financial markets If govern- 
ments were asked to subscribe money to an mtemational institu- 
tion, this would have to be arranged on a regular proportionate 
basis, having regard to their capacity But this would entirely 
frustrate the purposes of the Branch In borrowing it would seek 
to mop up surplus savings wherever these occurred Now, sur- 
plus savmgs depend on two qmte separate things— namely, the 
Icvd of mcome of the citizens of any area and their consequent 
tendency to save on the one hand, and, on the other, the scope 
for the use of savmgs in the area, which depends on various 
circumstances, such as the rate of groivth of the population, the 
relation of the size of its population to that of its area, and the 
stage of economic progress already achieved Fifty years ago the 
Umted States was already a large and nch nation, but owmg to 
^ rapid gro^vth it was not one wth any redundant savincs 
lo-day,rf governments were asked to lend in proportion to ffie 
size of their national income, Russia would probably have to 
S. * %«^dsome contribution, but Russia, like the Umted 
States of fifty years ago, has probably no surplus savmg 
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{c) Undertaking its own operations of buying and seUine, 
lending and borrowing 

(ui) That the greatest stress should be Jaid upon the Branch’s 
o\wi operations, since these would provide the best method of 
talMg far-reaching measures without interfenng ^vith the sovran 
nghts of nation states, smce tlirough them it would be possible to 
implement the idea of securing high demand and therefore foil 
employment in the world economy b^ore asking nations to go 
further than they wshed in restrictmg their hberty of action, and 
since through them it should be possible for a world state based 
on mutual benefit and not force to come to a painless birth " 
(iv) That while some small imtial capital should be subscribed 
by the governments of the United Nations m prearranged pro- 
portions, It should acquire its principal funds for action by tap- 
ping the surplus savings of mdividuals and corporate bodies 
tliroughout the world wherever tliese are found firom time to tune 
to accrue 


CHAPTER III 

THE ECONOMIC PROBLEM 

Framework of order Periodic depressions Intemabonal lending 
The Branch as a channel of lending Lending without meddling 
Reversing the trend to autarky State tradmg must not be penalized 
Pnnaples illustrated by plan for lendmg 

Framework of Order 

Liberals have always held that prosperity and progress 
alike depend on mdividuals havmg the greatest possible oppor- 
tumty to develop their initiative and talents To secure tins we 
need a strongly-rooted system of free political mstitutxons and a 
fiamework of economic order, mcludmg such thmgs as a sound 
currency and a well-adjusted commercial law They have held 
further that it is the duty of the commumty to assist the needy, 
provide equal opportunity and secure a basic standard of hvmg 
for all These pomts have their mtemational apphcations 

In recent years, developments in our economy, which never 
stands still, have brought forward new problems It has been 
necessary to enlarge our conception of what is required to give a 
Pi T T^fTTTTrm &amework of economic order For instance, the 
ravages of penodic economic depressions, involving mass unem- 
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of the finanaally strongest powers It should be resisted at all 
costs Hus IS the parting of the ways Are we to set up a genmnely 
intemationeil system? If so, the Branch must be able to stand on 
its own feet Its own credit should be sufficient The most that 
national governments should be asked to do would be to arrange 
for the loans to be underwritten by their principal financial 
houses during the first few years of the Branch’s operations The 
pubhc IS bound at first to be m some doubt as to the success and 
even the purposes of the Branch When it had been seen to 
operate on well-conceived hnes without loss for a certain period, 
it should be able to make further issues without seeking outside 
support 

Fourthly, although m principle the Branch should have httle 
need of a tax revenue, there is much to be said for furnishing it 
wth a moderate one It would serve to create a sense of world 
sohdanty and an mterest m the collective system The levy, if 
there is one, should be placed on individuals and not on govern- 
ments Who knew or cared what their respective governments 
'Contributed to the League of Nations? 

The levy would have to be so small as not to be a possible 
gnevance or appreaable burden We suggest the figure o£ id a 
month per head This would yield an income of about £100 
milhon a year If i a month were likely to be a real burden in 
backward areas, the levy could be remitted where average mcome 
was low Even if only half the population of the world contri- 
buted, this would yield about £50 milhon a year To safeguard 
toe taxmg rights of sovran states and show that the expandmg 
functions of the Branch were not intended to entail tother levied 
it,would probably be advisable to fix the figure of id a month 
once for all in the Peace Treaty 

To summarize, our proposals are 


/ the Umted Nations should set up an Economic Branch 

(which might consist of a number of hnked institutions) to deal 
with economic collaboration 

(11) That this Branch should proceed on three main hnes 
namely 

(а) The collection and difiusion of economic information 

(б) Securing that nations harmonize their pohcies and shape 
ffiem to mutu^ advantage, both voluntarily in accordance ivith 
advice given from time to time, and by adhering to economic 

fi freedom of action m 

certain defined respects for the sake of mutual advantage 
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of securing in improvement m world economic conditions fay 

mtemational collaboration 

> 

Periodic Depressions 

The time has not yet come^vhen we can present an agreed and 
final diagnosis of the causes of recurrent depressions But there is 
enough agreement about measures which would serve greatly to 
reduce them Industry depends on demand If people arc 
employed and earn a hvehhood, the demand for goods for 
immediate consumption is fairly steady People will use their 
income to eat, buy clothes and take their customary pleasures 
But there is no similar force causing orders for capital goods to 
be placed with such regularity, m feet, these orders tend to go 
m waves and the dechne, when it comes, by throwing their 
producers out of work and pay, reduces the demand for con- 
sumption goods also If the demand for capital goods could be 
steamed, the demand for consumption goods would be steadied 
by consequence It is therefore a problem for the national 
economy and likewise for the world economy as a whole to devise 
means for steadying the demand for capital goods It is probable 
that we have to go beyond the idea of achievmg this by credit 
control and pubhc woria m the narrow sense Credit control may 
be msuffiaently potent and the pubhc works remedy, if pushed 
beyond a certam pomt, is not altogether satisfactory because it 
may become wastrful 

Now It so happens that the activities requiring large capital 
outlay are, although not necessarily or umversally understate 
control, m rather dose relation to the State, so that without any 
great extension of its powers it could exert a steadying influence 
over the tinung of new orders Such activities are the pubhc 
utihties, railways, port installations, irrigation and land reclama- 
tion, and aflforestation The other very large activity on capital 
account is buildmg In this case relations with the State have not 
usually been close But m a coimtry such as Great Britain, where 
there will be a large programme of reconstruction, a control over 
timin g in the post-war years will be essential both m connection 
with raw material and labour pnonues The same will be true 
in some other countries where there is damage to be repaired or 
leeway to be made up If the central authority m a country were 
able to secure a steady timing of capital outlay m the whole range 
of near-govemment mdustnes (pubhc utihties, etc ) and m hous- 
mg it would probably be unnecessary to interfere at all with the 
smaller capital users— namely, the mam nm of manufacturing 
mdustnes. 
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ploymetit and widespread business loss, call for some corrective 
by concert^ action Liberals were quick to appreciate this and 
as long ago as 1928 published Britain's Industrial Future (tlic 
“Liberal Yellow Book”) suggesting various measures, such as 
credit control and pubUc worl^, which should serve to correct the 
tendency to pcnodic depression wthout impainng individual 
imtiative or imposing a bureaucratic stranglehold 'flic wisdom 
and foresight of that publication were confirmed by the fatal 
events which follow'cd the financial crash in the United States in 


1929 It ivas five years after this hbcral pronouncement tliat Presi- 
dent Roosevelt began his scries of great experiments, w'hich, 
although ill-assorted and in certain cases unwise, were funda- 
mentally hbcral in character, smee they sought to provide the 
essentials of order ivithin which an individualist economy could 
contmue to function effectively 

In the coming tunc when attempts wiU be made to establish 
some mternational order, Liberal doctrine will have a supremely 
important contribution On the one hand, wc have the f^cist or 
“corporative” solution, toned down perhaps to suit democratic 
temper, which consists in giving the leaders in each industry a 
fi:ee hand to regulate their own affairs by imposing compulsion 
on the mmonty In the nunds of many people a world economic 
settlement would consist m handing over to international trusts 
and cartels and producers’ associaUons the powers to divide 
mar kets, fix prices and restrict output Xhere is great danger in 
this pomt of view For such a system to work effectively according 
to Its own lights, the international cartels w'ould have to be 
^igned far more detailed power over economic development 
than national governments ivill in the last resort be prepared to 
siOTcnder With insufficient power they would fail to achieve 
their own objectives Moreover, what is even more important, it 
is impoKiblc by monopolistic practices contrived to further the 
sectional interests of each industry to secure an cquihbnum 
bet^en supply and demand for goods in general or to solve the 
problem of mass unemployment In planmng their own Utopia, 
the SMtional interests merely transfer the strain to other W 
powerfuUy orgamzed parts of the economy On the other hand, 
we have the full Socialist solution It is not necessary to discuss 
^ ments since it is clear that a suffiaent number of the United 
Nations will not accept it 

the Lib^ solution is the only one that is 

prefer It for 
Liberals in inter- 
national affairs if they smcerely wish to take this great opportunity 
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private person is responsible for a movement of <»pital, it is 
mcumbent on him to analyse the project in all its particular 
circumstances A central institution concerned %vith the total 
flow of funds should look at the matter m a different way Its 
position would be more analogous to that of a central bank which 
may meet the financial needs of the community by buymg a block 
of government securities without taking any cognizance of the 
way in which the money so provided is used in detail^ it makes an 
estimate of the volume of new credit that is needed, having 
regard to the state of trade, and leaves it to specialized in- 
stitutions to direct it to the right places 
We envisage the ideal working of the machmery for the mter- 
national movement of funds as follows Each government would 
be asked to set up a department or national mvestment board or 
to nommate an existing finandal institution for the receipt of 
loans The Loans Committee of the Economic Branch would 
estimate the proper sum that should be lent to each country 
from time to time by reference to its world map The estimate 
would be constantly revised in the hght of current history The 
receivmg department m each country would devise its own 
means for ploughing it mto use The Branch would raise its 
money from the citizens of the coimtnes scheduled on the map as 
lenders After a short penod of working it ought to be able to 
raise this money in the maiket at gilt-edged rates without any 
guarantee by the separate governments TKe money would be 
passed on at correspondmgly low rates to the receivmg institu- 
tions The institutions would deposit collateral with the Branch 
consisting of the securities of their own governments or any others 
that were acceptable 

The Economic Branch would expect reports from the receiving 
institutions on the use made of the money This does not mean 
that It would necessarily require details of the speafic uses to 
which the money was finally put If the receiving institution 
employed it directly on national works, the Branch would 
welcome all information about them But it might well happen 
that the receivmg mstitution would not lay the money out itself, 
but filter It through the ordmary commercial banks or mvestment 
compames of the coimtry m such a -way that the money would 
be well dispersed and apphed to a large variety of miscellaneous 
uses The Economic Branch need not keep track on its ultimate 
destination, indeed, it might be impossible to do so It would 
only need to know^that the receiving institution conducted its 
affairs m a busmess-hke %vay and dealt at first remove with firms 
of good standmg and solvency 
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The trade cycle is a worldwide phenomenon, and it is a joint 
interest of all nations to secure steadiness m orders on capital 
account in the world as a whole In all the vanous types of 
measure designed to prevent oscillation the Economic Branch 
would have its appropnate part to play 
In the case of credit control it should act by each of the three 
methods set out in the last chi^ter It should collect and dis- 
seminate facts relating to banking and currency It should seek 
agreement from the separate countries for the synclironizcd 
expansion or contraction of credit Tliere is no doubt that in the 
past the monetary authonties of countries have been held back 
from expansionist measures by the fear that, in the absence of 
s im i lar measures abroad, they might make their balance of trade 
adverse and iveaken their currencies m the foreign exchange 
markets Finally, the Branch should also operate itself Its 
department or abated institution concerned with international 
currency and foreign exchange relations should be in a position 
to enlarge or contract the common cash basis of all nations by 
buymg or selhng bills, securities or the precious metals 
Similarly in the case of public works The Branch should 
harmonize national pohaes by sccunng as much agreed syn- 
chronization as possible, and it should operate by contributing 
part of the capital needed for such pubhc works as were earned 
out at approved tunes and places It would raise this, not by 
proportionate contributions from the nations, but by mopping 
up savmgs wherever these were redundant to the needs of the 
area 


Emphasis is likely to shift from pubhc works proper to the 
wpital outlay of the senu-pubhe activiUes already mentioned 
xlere again the Branch should work on similar hncs It should 
encourage the national authorities to obtain sufficient control 
and arrange for an exchange of information on the efficiency and 
lacmty of various methods of mamtaming it And it should be 
prepared to contnbute to the capital required 
For many years the idea that money should have a steady 
purchasmg power has been canvassed and argued The prmciplc 
hM been ividely accepted, but the practical difficulties have 
alwap appeared insuperable So many commodities have a 
worldwide quotaUon that no one nation could secure a steady 
^ 'vithin Its own boundaries without introducmg an 
exchanges, which imght be undesixlble 
^ mtemauonal currency and exchange institution m 

a sooner or later to try to establish 

a more scientific measurmg rod of money This would be a 
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Branch would not lose We may revert to the analogy with the 
central bank of a country By reference to trade barometers, it 
may decide that some expansion of credit is desirable It proceeds 
accordingly to enlarge the cash basis by the amount it thinks fit 
against collateral of the highest standing This is analogous to the 
action of the Economic Branch in lending to the receivmg institu- 
tions of the particular country The additional credit provided by 
the central bank is then filtered through banks and commercial 
houses of high standmg into use by the industrial and trading 
commumty The banks mamtam solvency by poohng risks anc 
insistmg in their turn on good collateral But if one exammed ir 
detail all the enterpnse released m consequence of the origina 
expansion of credit, one might well find that much of it had beer 
nsky and entailed loss The loss would fell upon the particulai 
entrepreneur responsible for the particular project, the central ban! 
would remain immune This is right and proper If the central 
bank never expanded credit without following up and approving 
what was done with the additional money at furthest remove, om 
system would be reduced to complete stagnation And so it \wuld 
be with the Economic Branch m its direction of the mtemational 
flow of funds It must determine by reference to its gen^l 
barometers how much money should be lent, it must deal at first 
remove with institutions of undoubted solvency, but should leave 
the responsibihty and risk in the detailed use of the extra capiw 
to the enterprise inside the country, whether controlled by 
capitalists or commissars, accordmg to the economic system there 


prevailmg _ 

This would be the ideal way for the system to function But it 
might happen that borroivmg countries, especially backward 
countries, required not only money, but technical assistance ior 
their own development 'Ilus would make the matter mom 
difficult, for the Economic Branch, if called upon to provide sucn 
assistance, would have to take cognizance of the sj^ial project 
It would only give its assistance to projects of which it approved 
Now, the private mvestor, in'considermg a p^ticular project, 
will mve close attention to all the circumstances affecting prospM- 
tive profit, including any tariff protection that is likely to be 
enjoyed A government, if asked to support a project in its ow 
country, pays attention to its expected profitabihty, its social 
aspects and Its relation to the kind of ccononuc devdoprnem 
which it favours It has regard to the generd balance of aefawty 
m the country The Economic Branch could not confine itself to 
amsuSations It would be bound also to consider the 
balance of production m the world as a whole A private investor 
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Lending without Meddling 

It may be well to rder to the advantages of this kmd of ap- 
proach 

In the first place it is not proposed to put obstacles m the way 
of private initiative m foreign investment In a more secure w'orla 
It may happen that enterprise in this field is greatly stimulated 
and suffices to dispose of all the surplus savmgs of certain 
countnes It would be necessary for the Economic Branch to 
have reliable estimates of the amount of money floNving by 
private enterpnse into foreign investment It would need these 
estimates in any case m the discharge of its duties in maintaimng 
orderly foreign exchange relations between nations And %vith the 
aid of the central banks and governments of the vanous countries, 
It should be m a good position to acquire them The Economic 
Branch would only operate itself to the extent that private 
enterprise failed to transfer sufficient money It must be noticed 
m particular that the private flow of funds is apt to be strongly 
aflfected by the ups and dmvns of trade, whereas it would be the 
duty of the Branch to keep the total flow steady For instance, it 
would have been its duty in 1929 when the American flow of 
lending came to an abrupt halt, to provide a safe channel by 
which Amencan lenders could continue to dispose of then- surplus 
m existence at that tune it could have saved the 
world firom very great disorders 

Secondly, the principle that the Branch should raise its money 
from the .public rather than governments safeguards the other 
coimtnes from the possibihties of pohucal pressure which the 
kndmg governments might be tempted, perhaps imder insistence 
from their citizens, to exert 

Thmdly, it leaves the borrowing countnes with the greatest 
possible amount of freedom to manage their own affairs m the w-ay 
that they like best 

FourtMy, jt IS envisaged that the money may beueeded for pro- 
jMts with a narrow profit margin or a substantial degree of nsk 
1 his IS of the essence of the matter There may be no other way 
ot enaploymg capital m countnes where pnmary needs are 
afready met, and yet it may also be that unless additional capital 
K employed m such countnes, savmg m the world as a whole\vill 
oecome redundant and mass unemployment ensue But if 
^pital IS to be used for such purposes, it is essential that it should 
destination by people on the spot wth close 
toowledge of the circumstances and responsibility for manage- 
ment Part of the money may be wasted and lost,Ve must flee 
this, progress is impossible without some nsk But the Economic 
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each other out, the wider the area of demand for which a given 
group works the more stable that demand bught to be. 

There have been other forces also making for autarky Political 
insecmity is the most obvious, we hope that this will be eliminated 
by the arrangements of the Peace Treaty The breakdown of the 
gold standard has left mtemational currency arrangements in 
disorder, we hope that the Economic Branch will be able to re- 
estabhsh order here, so that nations are no longer haunted by the 
fear that their currencies will break down m their effort to pay for 


imports Increasmg attention to statistics, so valuable m many 
ways, has had an unfortunate mfluence in this sphere Altogether 
too much attention has been paid to the balance of trade If a 
misguided enthusiast, interested perhaps m the location of mdus- 
try, caused each county of England to compile a record of its 
balance of trade, twenty-one entirely spunous problems would be 
created, spreading alarm and despondency over one half of Eng- 
land And if transport charges were mcluded m the value of 
imports but not of exports, as they are in our national balance of 
trade statistics, every county of England might fear that it was 
gomg bankrupt With a proper handhng of the intematioiwl 
monetary and len din g problems, each nation’s balance should be 
self-adjusting and give no grounds for anxiety 

There is an even more important force at work ^the supreme 
tyranny of fashion Each nation feels the ambition to follow in the 
footsteps of the nation that is most prosperous at the moment, 
once Great Bntam, now the Umted States Each nation seeks to 
estabhsh the most recent hne of manufacturing process Uni- 
formity rather than diversity becomes the ideal 

We have no sympathy with this ambition It is a manifestation 
of the false and harmful kmd of nationalism True nationalism 
consists in the pnde of peoples m their excellencies, their own 
snecial sifts and achievements which differentiate them from the 
“barbarous foreigner ” It is in the interest of this true nationalism 
that we wish to keep the functions of the world orgamzation 
withm hmits, and sustam national entities and nghts to the 
ereatest degree compatible with safety and order This sort ot 
nationalism is properly called true because the pnde entertained 
bv each people that it is supreme m its individual characteristics 
mav well be true False nationalism seeks to ape and mutate 
Sisltpver nation happens for the moment to be cock of the walk 
T^h^the bS boScr, the best chemical plant, the beat eatru- 
iiecomes Its ambition And since pnde has to arrogate 
f first nla?e this kind of pnde must be false m all cases save 
Sif ttenughoat-Ae wrld The 
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might favour a project of steel \vorl»« Iiavnng regard among other 
things to tlic high tarifT protection in prospect i he government 
of the countrv' might thinh it useful *15 n means of divet^ming 
cmplovTTicnt or increasing vvar potential Tlic Hconomir Brani h 
on the other liand would have to take into acrount tlu prospt c- 
liv c trend of demand for steel products and the cap int'j cvisimg 
m the world Tlie government of the country ma^ be ronttnt to 
prevent redundancy in its own area bv excluding forenoi imports 
Tlvc Branch must consider the question of rcthindancv m the 
world as a whole It v ould only sponsor the projt ct if it • ’^timatcd 
(o) that the rising trend ofv orld demand was *uthcieni to ib^orb 
the additional output or {h) that tlic steel vsorl>5 vsere Id rly after 
an initial period to be more efficient than capacity already' in 
existence elsewhere and cipablc therefore of earning a profit 
vathout any tanflT protection 


Reversing ike Trend to Autarty 

Tins brings us to a broad principle of Liberal philosophy* 
Liberals have always believed that progress lu s along the line of 
increasing international division of labour and interchange 
among nations Not only docs this bring the whole comity of 
nations and each nation to the highest level of material prospcnlv 
that is attainable wathm the limits of our productive powers, but 
also the mutual dealing involved strengthens Uic 1ml s that unite 
the nations into a single world commonvi'cahh 'I heir separate 
interests arc thereby blended together and their contacts multi* 
plied 

Forsome lime now a v cry- different philosophy has been gaining 
ground Nations have been seeking to build thcmstlv es up into 
sdf>sulficicnt or autarkic units, dependent on their ow n resources 
alone Foreign trade, which should be a stabilirmg influence, and 
will be if we succeed in ironing out the trade cycle in its world- 
wide manifestations, has been regarded as a disturbing element. 
The word has gone forth that steady production and employment 
arc more important than the additional gam to be harvested from 
foreign trade, and that this should accordingly be reduced to the 
lowest possible level This position should be quite reversed if the 
world flow of demand is steadied C3ountiics’ export markets will 
then be the least fluctuating feature in their economy, and 
countnes where a high proportion of production goes to exports 
will be able to maintain internal stability more easily than those 
which shut themselves up This should, indeed, be the normal 
stap* -‘^’affairs, since disturbances m the wide world tend to cancel 
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when it IS asked to provide technical assistance's it right and 
proper for it to veto projects that would create redundant capa- 
city Of course a government may also seek its advice about what 
projects are desirable, and they should be given every encourage- 
ment to do so 

The Tight method for checking unhealthy trends to autarky u 
the establishment of the greatest possible amount of free trade m 
accordance with Article VII of the Mutual Aid Agreement The 
Branch would take steps at the outset and at frequent mtervals to 
persuade governments to make reciprocal concessions and all- 
round synchronized tariff reductions Tariff maxima, together 
with the prohibition of discriminatory practices, might be induded 
in an econ'omic code to which nations would be asked to sub- 
scribe This code would be a sort of charter of the new mter- 
nationahsm Now it would be perfectly proper for the Branch to^ 
make a discrimination in its lending pohey between those nations 
which had and those which had not subsenbed to the code Vfhy 
should nations refusmg to play the game "in the mtemational 
system enjoy its full advantages^ In this mdirect way the Branch 
could secure that not much of its money went to support autarky 
Free trade (or a low tariff) would ensure that autarkic projects 
were improfitable, thus capital m the countries subscnbmg to the 
code would not flow into them And countnes not subscnbmg 
would get a smaller quantity of capital This plan would provide 
a strong inducement to countnes to subsenbe to the economic 
code. And it would also supply them with means for' doing so, 
for the loans would temporamy relieve them anxieties about 
balance of trade difficulties which might be the immediate con- 
sequence of the tariff reductions, and the loans would also enable 
them to employ on profitable capital undertakings the personnel 
who might be put out of employment by the tenmnation of 
unhealthy protectionism 

State Trading must not be PenaliKfid 

What of countnes where the importmg function is monopolmed 
by the Stated They are able to give unlrmted protection ivithout 
a formal tanff at all Should they or should they not have 
favoured treatment m the matter of borrowing^* It may be pre- 
sumed that m such a country the State exercises control over 
mternal capital developments As a general rule, then, the c^c - 
against the Branch takmg cognizance of the apphcation of tlie 
money would not apply The borrowmg government would in- 
form die Branch of the use to which the money was to be put, and 
the Branch would consider this in relation to world Capacity . 
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rule of fashion, means the servitude of the individu^ spirit and by 
consequence in the long run the end of progress If the fashion 
happens to consist m adoption of the latest technological device, 
matenal progress may be sustamed for a tune But in the end 
science will herselfbecome stagnant She needs to be constantly 
refreshed by the creative impidse of the individual imnd, and u 
this IS kill^ by the umversal tyranny Of a uniform fashion, 
science will lose vitahty and pensh 
The coming peace should be in one sense a culmination of 
recent trends, in another a reversal It should provide an oppor- 
tunity for the introduction on a world-wide and effective scale of 


improvements m currency, trade-cycle control, mvestment con- 
trol and soaal security, which have been genmnating m the minds 
of forward-looking people It should, on the other hand, be the 
occasion for explicitly prodaumng a reversal of the trend to 
autarky by whidi eadi nation seeks to be a small-scale model of 
the great power which she regards as smartest 
CJonsequently, while the Econonuc Branch may be deemed to 
, fulfil Its function best if it directs funds to where they are needed, 
leavmg each nation free to supervise their use in detail, if it is 
required to take cognizance of the specific nature of die mvest- 
ment resultmg, it must attach no weight to the autarbe motive 
It should turn a deaf ear to a government that pleads on behalf 
of a project that it would make the nation more self-contained and 
less dependent on imports It must be governed by economic con- 
siderations alone — ^namely, whether the project meets a world 
requirement or entails more efficient production If it has any 
bias, it must be m favour of mtemationahsm m the sense of each 
nation cultivatmg its special talents and becoming more, not 
less, dependent on others for the products for which it has no 
specif talent, it should favour the greatest degree of mutual 
mtcrdependence among nations, the highest ratio of imports to 
home production r v' 

Some might argue that the Economic Branch ought to use its 
power as a channel of lendmg to dictate the hnes on which indus- 
toal expansion in each country should proceed We are opposed 
to this on principle The powers of the Branch should be co^ed 
to those ^gs which It alone is able to do, which, if it does not do 
them, wiU not be done at aU We have argued that without the 
mterve^on of ffie Branch the international flow of capital mav 
be insufficient Accordmgly we recommend that it should take 
steps to enlace the flow But it is not necessary that the Branch 
should undertake detailed supervision of the uses to which the 
capital IS put, and accordingly we do not recommend it Only 
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.economic inducements which may serve to direct savings made 
a nation to where they are wanted without centrahzed planiunj 
may fail to get capitm to move mtemationally when the mon 
obvious needs of the capital-requinng countnes, such as a railwaj 
system, have already been met The Branch would do in tbj 
mtemational field something analogous to what a ’system o 
deposit bankmg does inside' a country, moppmg up savings and 
directing tliem to uses which are beyond the cognizance and 
control of the savers 

(u) /is guiding purpose ^would be to secure ‘*full employment'* or a 
proper balance between the demand and supply of goods m general in ik 
world as a whole Under-employment of the world’s resources has 
been the most characteristic modem malady It is proper that the 
objective of “full employment” should be put m the forefront of 
any scheme of international planning Only against a background 
of full employment will governments or mdividuals have the 
courage to make other experiments on progressive hnes, whetlier 
towards greater freedom of trade or the introduction of new and 
more efficient technological processes or fuller social secunty B 
IS to be noticed that the primary concern of the Branch 
be with the balance between the demand and supply of goods 
in general, adjustments in the supply of particular goods bemg 
left to individual imtiative, save m special cases 

(m) These functions could be earned out without infringing nations 
rights and sovr antics Leave might have -to be obtamed from in- 
dividual governments when the Branch floated loans in tneir 
markets There might be small questions requiring adjustmen , 
such as the timin g of issues so 'as not to compete with die govern- 
ments’ own financial operations The only big question tha 
might distiurb a national government would be whethCT ns 
balance of foreign pajunents could stand the withdrawal of funos 
involved But the loans would only be floated in countnes oi 
surplus savmgs which by defimtion tend to have a favmira e 
balance, and the foreign exchange department of the liranen 
would guarantee that any short-period exchange disturbance 
would be cushioned The receivmg countries would presumaDiy 
welcome a supply of capital at low mterest rates It would remain 

open to them to refuse this favour ’ , ^ 

(iv) The function could be earned out without detailed irdetference « 
production and trade This has been explmned at lengA Int^ 
ference should be confined to cases where it was useful and 
welcome, such as those where backward nations rcqmre techno- 
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The particular case coming up for first consideration would be 
P.ussja There are a number of special reasons why we think it 
imperaPve that Russia should have favourable treatment Funds, 
indeed, for reconstruction in Russia do not fall within the pur- 
view of this discussion, which is concerned mth the ultimate 
normal workmg of an mtemational system and not tvith post-war 
rdief and rehabihtation But when reconstruction is ovei, we 
shall still wish Russia to have a fiill share of the advantages of 
international collaboration and not to be in any way penalized 
for havmg a communist system We hayc regard not only to her 
unique contribution to the cause of the United Nations at war, 
not only to her status as one of the four great powers on whom 
peace m future will primarily depend, but also to what the world 
lost from her economic isolation during the twenty years between 
the wars, when she was the victim of the suspicion of other 
nations All that must now be ended Russia must be entitled to 
her full proportionate share of the funds ca naTizf^d by the Branch 
But the matter does not end with Russia Other nations, 
whether communist or not, may from tune to tune adopt the 
device of state tradmg It would be mtolerabVc if by doing so a 
nation could automatically gam exemption from the duties of 
membership of the international system without forfeitmg any of 
the advantages Russia would, no doubt, be the fct to recognize 
this It, IS important therefore that the Branch should devise 
memo(M for secunng that loans to a state monopolizing foreign 
trade should not be used for the purpose of creating an autarkic 
systein Russia would herself be best able to advise'the Branch on 
how this result could be achieved with the least possible mter- 
terence with the hberty of the State-tradmg country to manage 
her mtemal affairs in the way that best smted her 


Pmctples Illustrated by Plan for Lending 

We have dwelt at some length on the function of the Economic 
Jirai^as a channel for international lendmg, because this 
mustrates certam very important prmciples of mtemational 
economic pla nning 

i\) It would be performing a new function m tht world which no 

w * effectively Its decisions 

based on and governed by comprehensive estimates of 
Spnfn of mwease all over the world No one govem- 

1 necessary information, or, even if it 

power to adjust foreign lending 
so as to secure a world balance Furtheniore, the orchnS? 
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Commercial Code 


, The wind must be tempered We have recently hved throu^ 
a decade m which ti'ade restnctions became more severe than 
at any other time in history Artificial structures have been 
built up and vested mterests created Transport diflSculties durmg 
the war have made the drive toward self-subsistence even more 
intense We cannot expect the vanous nations immediately to 
divest themselves of their protective armour and expose them- 
selves to the full blast of competition If we make our mibal 
proposals too heroic, we may jeopardize mtemational co- 
operation, since the nations may feel that too much is asked of 


them 

Furthermore, there is much to be said for the pohey, already 
indicated, of shovwng in rather concrete terms what positive 
measures it is proposed to take to mamtam world demand and 
employment after the first post-war boom, so that govemmente, 
unwilhng to trust to abstract theory, may be eased m their minds 
with regard to their domestic employment and balance of trade 
problems The article of the Mutual Aid Agreement already mted 
IS wise in givmg pnor mention to positive measure for ‘ the 
expansion of production, employment and consumption” before 
referrmg to the removal of barriers 

None the less, we beheve that such a umque occasion as the 
end of this war should be marked by a distmct advance and 
propose that a commercial code should be drawn up to which 
nations would be asked to adhere This would lay down certain 
rules regarding trade barriers, prohibitmg certam practices and 
setting maxima for othem AU nations adheimg would grant 
Most Favoured Nation treatment to each other and might also 
be admitted to preferential consideration m other econonne 
plans, such as those for foreign lending The door would be kept 
open for other nations to adhere subsequently t - 

Such a code would not preclude other attempts, whetl^ 
bilateral or multilateral, to secure mutual tariff concessions ^ 
agreements on traditional Imes And it shoidd not be regarded 
as providmg a final formula, but rather as the first of a ser^s ot 
codw tendmg to ever-mcreasmg hberty of commerce These 
would be put foiw^ard by the Economic Branch on all occasions 
^at seemed propitious. 


Balance of Trade 

One of the greatest obstacles to the reduction of barriers has 
heen^l anxiety of each nation about its balance of payments 
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and cany an explicit repudiation of the am of autarfy International 
planning must pre-supposc an ideal of internationalism Nations 
cannot have it both ways If they ivish to enjoy the benefits of 
an international system they must renounce the idea of building 
themselves up mto self-suffiaent units This should be recognized 
at the outset If nations refuse to subscribe to whatever tariff code 
may be ^eed by the majority, they must expect less favoured 
treatment m the matter of loans There need be no question of 
coeraon The lending system would offer an mducement to 
subscribe to the code It would be for each nation to make a free 
choice 


chapter IV 

FREEDOM OF TRADE 

The Atlantic Charter A commercial code Balance of trade Security 
Most Favoured Nation clause End of import quotas, barter agree- 
ments and bi-lateial clearings Preferences m the Commonwealth and 
Empire British agriculture Unemployment Low wages abroad 
Sununary 

The Atlantic Charter 

All liberals welcome the undertakmg m the Atlantic 
Charter to further the “enjoyment of all States of access on 
equal terms, to the trade and raw materials of the world which 
^ needed for their economic prosperity” (Art 4), and that of 
the Mutual Aid Agreement to take action directed to “the 
elimination of all forms of discnminatmg treatment in mter- 
national commerce, and to the reduction of tanffs and other 
barriers’ (Art 7) 

We favour Ae utmost possible extension of the mtemational 
inter^ange of and services, not only to promote the 

weU-being of aU, but also as the mdispensable symbol of the 
sohdanty of nations For each nation to shape her commercial 
pohey to a short-sighted self-interest would be inconsistent with 
the very idea of an international county If the Umted Nations 
do not carry forwwd a great movement towards reducing com- 
mercial barriers, then aU the peoples wiU see that they a?e only 
pawng hp-service to the mtemational idea, and their hones not 
only for econoi^ prosperity but even for security itsdf wUl 
speedily wther TJis doctnne 13 so famihar to Liberals that it^ 
unnec^ary to labour it We shaU devote our space to certam 
speaal apphcations and practical difficulties ^ certam 
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investments having no sotmd economic purpose reached fonnid* 
able totals In that case the special measures proposed m the 
Clearmg Union scheme would have to be apphed Otherwise a 
government would have no more reason for anxiety about its 
balance of payments than would the Warwickshire County 
Council for the balance of payments across the county boundary 
Tliere would be no vestige of an excuse on this score for holding 
back from agreements for redudng trade barriers 


Security 

It IS to be hoped that the pohtical measures for secunty set out 
in Chapter I will reheve governments from the desire to foster 
uneconomic production for reasons of defence This would be a 
great advance So long as each nation is primarily responsible 
for Its own defonce, it will tend to desire, not only armament 
plant, but a basic heavy industry to provide materials But we 
know that certam countries already have steebproducing capaaty 
far in excess of their domestic requirements If in addition every 
nation aimed at self-sufficiency in steel, there would be a great 
redundance of capacity m the world Or again m the case of 
foodstuffs, the high protection given to cereal production in 
Europe before the war was holding back the advance m the 
standard of living there which could otherwise have been 
achieved If countnes no longer aim at self-sufficiency in food, a 
more rational division of labour in agriculture becomes possible, 
with the highly populated areas concentrating on hvestock while 
drawing much of their grain from the large open spaces 
' If, having regard to transport difficulties m the event oi an 
“incident,” the International Executive thought it desirame 
that certain forms of arms output should be withm reach m the 
various quarters of the globe, it would take steps to secure fr/®. 
Generally one would suppose that this need could be met 
well-dispersed stocks of the necessary weapons But there 
be exceptions In commercial codes or agreements tor ta|iii 
“ceihngs” or other limitations to trade restnebons, a clause 
could be mserted providmg exemption for production imaer- 
taken at the specific request of the Internationa Executive 
National anxieties will not be reheved at once, but, if the s^maty 
arrangements are seen to be working well, the position should 
progressively improve 


^Free Traders have, until recently, given them m support to 
the Most Favoured Nations clause, as the n^t best thing to free 
trade The more widely this is extended, the less scope is there for 
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This should be gready reduced by some such 
inshtution for regulatmg currency and foreip s 

proposed »aea^g Umon” or “Stabihzation Fund Under 
Ser plan a breattoig space would be given enablmg individual 
countnes to recover from the shocU due to the trade cycle or 
particular adverse factors affectmg their own condition 
Such a Union would also be most iBeful in providing an 
obiective record of the state of balance of each nation cou 
be provided in the code and in other commercial agreements 
supplementary to the code that if a nation showed a persistent 
adverse b^ance tending to brmg her “debit” near the da^cr 
point, she should be at hberty to unpose certain import r^tric- 
tions despite the code or the agreements This safety valve shoul 
TTiflVf! many nations wilhng to subscribe to arrangemente irom 
which they would otherunse be inhibited by fear of insolvency , 
and the pubUcity of the accounts would safeguard all against 
the unneighbourly nation, which might othenvise allege some 
spurious difficulties of payment as an excuse for denouncing 


agreements 

The Clearing Umon provides orderly and concerted measures 
for dealing with a nation which proves irretnevably insolvent 
There is also much ment in the article of the Amencan 
“Stabilization Fund” scheme which proposes the apphcation of 
speaal measures to any nation showmg an obdurate tendency 
to a cumulative credit balance Where there is an unequ^ 
balance of payments, it is wrong to suppose that the fault, whether 
moral or economic, necessarily attaches to the debit country only 
Tliere is virtue in the idea that special measures are appropriate 
m the case of a country which gets much out of step either on the 
credit or the debit side Inde^, m a world tending to under- 
- employment it is the unexpended credit balances that do more 
harm 

While the deanng Umon or the Stabilization Fund would give 
great easement to balance of payments anxieties, neither by 
Itself provides a radical cure To find a radical cure we must 
look to the combmed effect of the work of the Clearing Umon 
and of the Loans Committee If the latter body can secure that 
surplus savings are transmitted abroad and apphed where they 
are most needed, then truly the balance of payments problem 
will be completey solved, and honest governments need worry 
no more about it A country could then only get into trouble if 
the government ran a budget deficit beyond reason— moderate 
deficits may be regarded as normal in the modem situation — or 
allowed such disorderly economic conditions that bogus private 
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benefits arising fi-om tariff concessions made by others to third 
pai ties, there should be an inlphcit understanding that it i 
Itself giving fairly good treatment— in fact, that it is a moderatt 
tanff country Thus it was perfectly proper for Great Entain n 
her free trade period and even in her moderate tariff penod to insutj 
as she did successfully, on Most Favoured Nation treatment by 
others 'The combination of American insistence on this with ha 
high tariff pohey has undoubtedly shaken the confidence ol 
others in the value of the clause 
Failure to get substantial tariff reductions by the old methods 
even after the resolutions of the Geneva Conference m 1927 set 
the mmds of Free Traders working in a new direction Ought not 
the low tariff nations to get together and form a low tanff union’ 
This would mvolvc denouncing the most favoured nation agree- 
ments with countnes which refused to come in A first step was 
taken in this direction by the Ouchy Agreement between Belgium 
and Holland in 1931, to which other nations were invitw to 
adhere This came at an unfbrtimate moment when the slump 
was at Its worst and all the phobias connected with countnes 
balances of payments and domestic unemployment were mflamed 
to the utmost The imtiative was still-born, but the idea that the 
reduction of barriers might best be attamed m this way survived, 
and Liberal support for the Most Favoured Nation clause became 
less whole-hearted , 

In the new situation it should be possible to get the best of bom 
ivorlds Nations adhenng to the code would be the low tariff 
group, and, it is to be hoped, a very wide group They woul^ve 
each other unconditional Most Favoured Nation treatment There 
IS no reason why nations not adhenng to the code should not be 
encouraged to give each other Most Favoured Nation treatment 
also Nations adlienng could not give Most Favoured Nation treat- 
ment in the ordinary sense to nations not adhenng But Acre 
might be a second best form of Most Favoured Nation treatment 
An adhering nation would undertake to give a non-adhermg 
nation as good treatment as it gave any other non-adhenng 
nation Thus thmgs might be ironed out so that there was oiUy 
one form of discrimination m existence, namely the gene^ Qis- 
cnmmation of adhenng members agamst the goods of non- 

^^If^itprwS^unpossible to get sufficiently wde support for the 
code initially, it might be well to postpone its adoption pending 
the favourable effect of expansionist measmes upon the world 
economy In such a case this country should remain firm jn its 
support of the Most Favoured Nation clause 
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iscnminating between imports according to their countries of 
ngin. Free Traders arc opposed to discrunination on economic 
nd pohdcal grounds Tariffs, by preventing the most economic 
[itcmational division of labour, reduce prosperity both inside 
ind outside the tanff imposing country, discriminations give 
mother twist to tlic distortion and reduce prospenty still furdicr 
Jut discriminations are far more vicious than tariffs in inflaming 
lahonal animosities An Englishman selling goods in France 
nay bear wth some equanimity as something rather in the course 
)f nature the fact that his French competitors have an advantage 
jver him owing to the French tariff But he would think it quite 
intolerable if he found that the Germans or even the Americans 
bad an advantage owing to a discrimination m the French tariff 
system Yet such discriminations are bound to crop up if the Most 
Favoured Nation clause docs not prevail 
From the pomt of view of self-interest, a nation gams by havmg 
Most Favoured Nation treatment granted to it and is prepared 
to grant that treatment to others as the price of that advantage 
Eagerness to grant and get Most Favoured Nation treatment 
imphes some scepticism with regard to what may be gamed by 
tanff bargaimng If a nation has granted this treatment to a 
number of others, it will find it difficult to offer equivalent con- 
cessions m bargaimng ivith another nation smcc it will have to 
genemlue these concessions and by so doing expose its producers 
lor the home market to competition over a wider field than that 
gamed for its exporters, and if the nations with whom it has to 
bargain have given this treatment to many others, tliey ^vlIl find 
It cqu^y difficult to make concessions to it This is all to the 
good Tanff-bargainmg is not a thing to be encouraged Govern- 
ments are led to mcrease tanffs in advance {tarifs de combat) wth 
bogus concessions subsequently, which seldom 
reduce the tanff as a whole to its former level, and much ill will 
IS generated 

Naive protectionuts in this country, for whom tariff barKamme 

to extol its promise of great 
gams But the Amencans, ^ter a longer expenence of the subicet 
registered their dapair of getting much out of it by theli con’ 
vmion ^er the l^t war from the condiUonal to die unSn- 
ffibonal form of the Most Favoured Nation clause The con- 

There wm something a httle anomalous m the Amencan 
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of some of our suppliers upon our market by making them ear 
mark the proceeds of sales to us for the purchase of British goods 
Would not this be a fair deal? We should say “You have tlw 
advantage of our large, stable and rehable market, the least yoi 
can do is to take our goods m return, of course we shall endeavoiii 
to cater, to the best of our abihty, for your needs, we shall nol 
send you a lot of unwanted typewnters ” There is the idea u 
some mmds that if we do not fix up some direct arrangement ol 
of this sort, we shall be in great difiBculty to know how, and 
perhaps in the end qmte unable, to pay for the goods we have to 
import 

The idea is plausible and, at first glance, attractive, but it » 
fundamentally fallacious and highly dangerous and should be 
dismissed completely firom the naind 

In the first place, it is very short-sighted If we can send out 
goods that are genumely wanted at competitive prices, the barter 
agreement will be unnecessary and create immense ill will for 
no purpose But if the goods are not wanted or expensive, if they 
are out-oWate and growing annually more so, and arc stamped 
with a large hall-mark of Bntish complacency, then the receiving 
countnes will not be content with the arrangement If they 
specialize in producing bacon for the British breakfast table or 
beef for the British luncheon table, they may have difficulty at 
first m escapmg from this thraldom But the future holds other 
possibihties With nsmg standards of living other peoples may 
begm to afford bacon and beef And again agriculture is not per- 
fectly inflexible Other commodities will be thought of and in due 
course produced Ultimately we should find not only ^ 
source of supply was not guaranteed, but tliat it had dried up 
altogether We should have killed the goose that laid the golden 


^We should not be deceived by Herr Schacht’s success in the 
Balkans The expenment was a short one, and, even while n 
iksted, was backed by growing pohtical and mffitapr 
The Balkan coimtries were restive, but what could they do vve 
shall not be able, even if we were wiJhng, to exert a Hitlerite 
pressure on these so-called guaranteed markets 
^ In the second place, it would be entirely inconsistent wifli the 
mtenCational system which we should be endravounng to build 
UP It would involve the most blatant form of discnmination It 
would mean the exertion of one-sided pressure in relations which, 
on any system of international co-operation, should be subject to 
amreed Sneral prinaples The bilateral clearing woffid not fit into 
aS' seSme for the mtemational regulation of money and 
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^Import Qjiotas 

This IS a more vexatious form of trade bamer, which became 
lopular m the decade before the war Nations adoptmg the 
ystem did not in ever>' case wish to give higher protection to 
lome industry, they were often driven to it either (a) owing to 
lalance of payments difficulties or {b) because in face of great 
iuctuations m world prices tariffs proved unable to give any 
>ubstantial protection at all 

The first of these difficulties has already been dealt with In 
regard to the second, it is to be hoped that the international 
monetary authority working in conjuction with the Loans Com- 
mittee iviU succeed in mamtainmg reasonable stabihty in the 
general level of world prices, and that excessive oscillations in 
individual pncea may be reduced by internationally operated 
buffer stocl^ This would take away the mam case for the import 
quota 

We should seek to get away firom this system completely It was 
already becommg evident that, if practised, it makes hay not 
only of Most Favoured Nation treatment, but also of all tanff 
agreements No tariff concession is worth anything unless accom- 
p^ed by an imdertakmg not to impose quantitative restriction 
of imports It IS hard to see how quotas can be apphed ivithout 
^crumnation and all the evils which that entails If it is objected 
that the quotas can be based on the statistics of trade m previous 
objection may be granted with the corollary that it 
would entail an even greater evil than discnmmation— namely 
stapimtion, and support for the high cost producer for an 


Barter AgreemnU and Bilateral Clearings 

investments and of shipping, the further growth 
of manufactunng capacity overseas in consequence of the diffi- 
culty of obtaming supphes from Europe dunng the war and thp 
attempte wh.ch™n be made, m some Lea ml jSf Wsi^ 
a more favo^ble rclahoa of the pncea of pniary to 
manufactured products, -will all combine to present Great 
awlavard balance of payments problem after the 

to potJ^aS «hr^e^rtt^TrpSL“Sl®‘^5 ? 
offm Jem at low eaooV pn?eetlBplJ£tr“ 
r ^ j prospect has suggested to some mmds that in this rather 
formidable situation, it would be weU to exploit the d^nlenS 
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B^cvendge plan and much more than the Bevendge plan But 
Great Britain is not soft It Icnoivs what has to be paid in hard 
endeavour for greater security and improved standards "Whaf 
could be more foohsh than to come forward and tell those 
rcsponsiblb for our exports that mvmg to agreements which had 
been made here, there and m vanous places, to run for five years, 
Bntish goods would be sheltered for the time being from the 
winds of competition? What is to happen after five years? Some 
fiirther respite for a diminished quantity? And then? 

Now is the psychological moment to set the standards of 
efliaency which will have to be mamtained. There is no advant- 
age m gainmg tempoiary easement by bilateral arrangements, 
which in effect mean hving on capital, only to make the situation 
worse later False hopes will be roused, slackness encouraged, 
and, in this baskmg period, our productive techniques will once 
more get qmte out of date 

Fifthly, It would be a severe, perhaps mortal, blow to our inter- 
national prestige This may be very important m the new epoch 
upon which we are entenng The epoch of our industnal and 
commeraal hegemony ended some time ago We do not expect 
any wundfall accretion to our matenal assets We enter upon a 
reduced mheritance on which, however, wth our physical and 
scientific endowments we may mamtain a position of respecta- 
bility But there is in addition this question of a new phase m 
world affairs, this international collaboration It is possible that 
we are specify qualified to play an important part which may 
give us a new mterest and new lease of life 

One must avoid complacency It is necessary to recognize that 
many British mental characteristics are repulsive to the foreigner 
and many more unintelligible But when the foreigner has made 
his most devastatmg cnticisms, he may have a saving clause This 
international collaboration wdl not be easy In the vast medley 
of conflicting mterests and cross-purposes, would the average 
foreigner opt that the British representative should be absent? 
There is a certain stabihty, perhaps stohdity, about him, which 
may serve a putpose He surveys the hurly-burly often un-under- 
standingly, but at least unmoved He lias surely something to 
contnbute to the process of binding together this heterogeneous 
mass 

What IS his contribution? Is it that there is complete confidence 
that if he joins m an undertaking he will not countenance its not 
bemg earned out according to plan, either in his own mterest or 
in that of anyone else? Such an element m the proceedmgs, if he 
may daun to have it, is bound Jto be of value So far as his infiu- 
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exchanges of the deanng Union or American Stabilization Fund 
kind In fact it would t^ow a large spanner into the works of 
post-war reconstruction We have to ask ourselves where we 
th^ the greater advantage lies— m the short-lived gains which 
we could ivin by exploiting our position as a large buyer, or in the 
general expansion of world trade and purchasmg power which 
would result from such a sdieme as the Clearing Umon, from 
plans for developing mtemational investment, and from the 
knowledge that the Umted States and Great Britain were stand- 
ing together and collaborating on world tasks in a fhendly spint 
Thirdly, the Amencans woudd very naturally and properly take 
umbrage This means not only that they would cease to collabor- 
ate closely with us m world reconstruction — sceptics may hold 
that the benefits that we hope to flow therefirom are still proble- 
nwtic— but they would feel Aemselves driven to make some reply 
ih this gcime of economic warfare They have some good cards 
For instance, they will be m a position to invest much more 
abroad than Great Bntain, and they could insist that the funds 
supphed should be devoted exclusively to American goods Or 
agam they could declare with perfect propriety that the bilateral 
arrangements were forms of 'discnmmation, and discnmmate 
against the parties to them in their tanff system, this would 
our vassals still more restive Gan we really afford to begm this 
economc warfare’ It would be we who began it The desperate, 
fevered reapes of the ’thirties cannot be taken as precedents for 
normal times ^ 


The political repercussions might be still more senous If we 
apphed the system to South Amenca, the Pan-American Con- 
ference with Its susceptibihties about economic mfiltration would 
have something to say, if to the Domimons, it would dnve them 
doser to the United States and might sever the hnks of Empire, 
to the colomal dependenaes, this tight shutting of the door 
against foreign compeuuon would greatly mtensify forcien 
an^ities m regard to them and might weU make our posinS 

tS" fo** domestic morale 

The British people know quite weU that we can only 11^?^. 

makmg goods that foreigners want and by beme Drenared tn 
than at competmve pnea Tim nKnm 
of ingenuity, imtiative and hard work, it means the end nPf j 
agrean^n, for hol<hng prmn of 

on the homo hont are K 
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rough-and-ready compromise between conflictinganterests It wa* 
hoped at one tune that Ottawa might promote a greater total flow 
of trade, preferences being given by a reduction ofinter-Common- 
wcaldi duties rather than by an increase of duties against outside 
countnes But broadly the opposite appears to have happened 
Even if the system could be refined to yield a joint advantage to 
the members at the expense of outside parties, it is doubtful if we 
should wish to help ourselves in this way when our whole effort 
should be directed to re-establishing the volume of total world 
trade by friendly co-operation between ail nations Again, if we, 
maintained an economic bloc of this land, it would be hard to 
set our face against the formation of other blocs, e g of Pan- 
Amenca, this would be against our interests and particularly 
umvclcome to the Domimons 

Some, while sceptical of the economic advantages of the pre- 
ferences, are attached to them as symbols of Commonwealth 
umty But it is dangerous to have an arrangement which in-its 
symbolic aspect represents unity, but m its practical workmg and 
effects inti oduces discord Polite euphemism and flights of oratory 
cannot alter the factthateach member can only give an advantage 
to its fellow member at some cost to itself^ and each new inter- 
change of concessions is bound to be attended with g^uine 
doubt as to which party has got the best of the bargam, if hoth 
parties have a grievance it will seldom be possible to prove 
either is wrong, the genume gnevance will be magmfied m the 
imagination of the interested parties After this war there are 
bound to be heart-searchings, it is the last moment which we 
should choose for giving matenal grounds to members of the 
Clommonwealth for beheving that their membership involves 


them m economic loss 

There is much to be said m favour of adding to the supreme 
symbol of the Croivn some more material joint mterest We 
beheve that it is possible to supply one m substitution for the 
vexed system of preferences In the Colonial emgre we have a 
heritage m sore need of economic development JEiere is a 
challenge By systematic survey and a scientific study of their 
resources, it should be possible to raise production and standards 
of living to levels undreamt of By comparison with tins prospect 
of economic development our past pohtical achievemente in 
colomal administration, m which we take jmt pnde, will fade 
into insignificance Why should not ^ development become a 
concern of the Donuraons? Why should we not estabhsh 
T^t inter-Commonwealth Colomal Ofiice, whi(* would be 
re^pOTSible for the economic devdonment of the colomes under 
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cnee can' avail, there -will be fair play, and, so to say, generous 
f^play That IS important 

In the period before the war there were complaints that he was 
too'mucb of a gctvdetnan At a tune when a ruffian was threaten- 
ing the world, this quality may have been a source of weakness 
But when the ruffian is di^laced, it may come into its own again 
It may focus a widespread desire It has the advantage of being 
already well known both in its strength and weakness It is not 
the only quahty that nviU be needed m the new situation But it 
may ivm be one wthout which the other quahties will be m- 
effective This is the opportumty for leadership which the new 
situatiou presents to the British character, if taScen it may bring 
fresh lustre on what might otherwise be a period of resocctable 
- dedme ^ 

But all that is throivn overboard if we opt for barter agreements 
and bilateral deanngs Those are like the sharp expedients 
which sometimes fatafiy tempt the smaU-minded man of busi- 
ness, aimed at exploitmg a fortuitous bargaimng advantage at the 
sacrifice of goodwd] and reputation, they have no place in the 
conduct of great affairs either in trading or public life If the 
British descend to that, well, it will merely be the case of another 
m^h exploded, another pompous figure of history debunked 
But, all the same, it will sensibly reduce the chances of eettme 
a better world order ® ° 


Preferences in the Commonwealth and Empire 

Despite the general presumption in favour of Free Trade it is 
the case that if a country with dependenaes makes them’mve 
preferences to her goods, she stands to gam, while they lose bv 
having to pay more for then imports If, on the other hand the 
preferences are rnumal, there is no presumption that there’ will 
be a net gam to cither party or to the two together If they are so 
deverly dei^d as to yield a net gam to the two togetlmr this 
mmt be at the expense of third parties, since the prefJenSteS 
to avert ^e Horn the mo« binefieal ehaonelSdSSaf 
income of the world considered as a whole reauce tne 

‘^testion of mter-Commonwealth preferences mwt 
settl^ mter free and equal discussion among its members Tt tc 
not for Great Britain to dictate pohey* but wc bold tbat eV \a 

exert her mfiucnce against ^ 

The advantages that might be gleaned m theory, if the svstem 
of preferences were designed with very precise Sentific 
moot, ore not hkoly to accrue m pSL wl^Tr^o^t 
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in our willingnessto incur any They will argue that we are using 
the preferential system m a perfectly straightforward but none 
the less illegitimate way— -namely, to get a protected market for j 
our exportable manufactures, and that we are not giving a full 
quid pro quo 

But this IS not the end of-the matter We might m theory 
devise a system of genumely mutual benefit, we could not devi» 
one which fulfilled this condition and did no injury to^thin 
parties. The preference twists trade firom the most benefiaa 
distribution firom the world pomt of view If both Great Bntaii 
and the colomes gam, the loss is thrown on to the third parties 
Then they have a legitimate grievance fi'om selfunterest Tw 
advantage accrumg to Great Bntain is directly or indirectly al 
their expense We cannot afford to incur this cntiasm The 
question of access to raw matenals is affected The other powers 
may claim that they cannot achieve suflScient exports to pay for 
these when their manufactured goods are excluded firom the 


colomal markets 

For a century the pohcy of the open door has been our pnde 
and glory We should chng to it. By it our Empire has grown and 
thrived and foreign jealousies have been reduced to a minim u m 
It IS part of high statesmanship This will be all the more needed 
m an epoch when we can no longer mamtam our own by forw 
smglehanded Until the "thirties our lapses were exceptional, 
durmg that awkward decade desperate expedients were adopted 
by many nations, and, if we also fell firom grace, that will no 
weigh too much against us Now we must reopen me door 

This does not mean sacrificing tangible gains for the sate ot 
idealism So long as the preferences are genmnely mutual, 
can only be a net gam to us m exceptional wcumstances inc 
Tr»air> casc for preference between us and the Doncumom is sentt- 
mental and as such has some weight In the colonial case me 
sentimental argument does not apply, the econoimc 
fallacious What would be more absurd than for the sake ot 
exceptional, problematic and in any event 
adopt a system against our age-old traditions which will violently 

antagonize the rest of the worlds" Ttis 

There is one speaal argument which must be mentioned it » 
nghdy held that more money should be spent upon colom^ 
development, and it is argued that our owi f 

will not allow this unless our loans provide a guaranteed martet 
for British exports to the colomes Tl^ argument « and 

dimgmg to ourunterests It is weak because if it k held to be 
the eaffiive right of the colomal power to provide development 
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the poliUcJiI sj'stem of freedom, which is the common creed of 
ourselves and the Dominjons^ This joint Ckiloiual OHicc \\ ould 
work in harmony ivith the Economic Branch of the Grand 
Council It would stand on behalf of the wdiolt colonial empire 
in the same relation to that branch as the governments of other 
sovran states 

The question of Imperial Preference must be left to the free 
choice of Great Bntam and the Doromions, taking counsel on an 
equal fooUng The ease of the colonial preferences is different 
They should be abandoned without more ado 
We beheve that the maintenance of our colonial empire is 
justified by the good work which we have already done and 
intend to continue to do, and by the fact that no alternative 
system can be thought of m the present phase by which orderly 
progress could be guaranteed to the colonial peoples 'flic 
international comity has first to prove its powers to discharge 
those functions of security and economic reform which arc 
indispensable and can be done by no one else, before being 
authorized to branch out and take over functions that art, already 
being well discharged by the nation states But we should, of 
course, be prepared to subsenbe to a code drawn up by an 
international authority for the proper conduct of colonial affairs 
In the performance of our duties vie must have due regard for 
^i^^JJ'tercsts (fl) of the colonial pcoplts Uicmsclvcs and {b) of 
third parlies This follows as a matter of honour and jusucc from 
our signature of the Atlantic Charter It is no less required by 
expediency, for it we give grounds either for a charge of exploita- 
tion or for the resentment of third parties our position as a colomal 
power may be so fiercely challenged as to become precarious 
A syst^ of mutual preferences may be devised so as to bnng 
net benehts to the colomcs But it must be Tcmcmbcrcd that n 
can only be a net benefit, the colonics arc necessarily injured to the 
^tent that they have to buy Bntish goods instead of cheaper 
lomgn goods, the magmtude of this mjury it would always be 
diflicult to measure, it would be hard to persuade cntics that 

f V "" arc not rather substantiaUy 

injured by being debased from buying manufactured goods in 
the cheapest market Ag^t this is set the benefit which they 
may denve from the preference m our market It would, how- 
require the utmost ingenuity and might often be impossible 
to devise a system which genuinely yielded net advantage to the 
colomes save at some ntt cost to ourselves With our notorious 
bdance of payments difficulUcs, we shaft be reluctant to°Scur 
much cost under this head, and our cntics will not readily believe 
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(jii) The Bntish fanner, like other pnmary producers, 
suffered much from the violent fluctuations of farm pnees It i 
to be hoped that international measures to reduce the amphtud 
of the trade cycle will secure greater stabihty of.general work 
pnees. Furthermore, a buffer stock scheme, if adopted, shouk 
reduce the oscillations in the pnees of foodstuffs Our own peopk 
will share in the advantages of this If the world system is nd 
completely effective in atfoieving this result, the Bntish govern- 
ment should supplement the mtemational scheme by a Bntisl 
scheme for making pnees more stable, for example, by an equal- 
ization fund Such a measure would harmomze with and indeed 
assist international planning 

We beheve that the combmed effect of these three favourable 
factors will be to usher in for Bntish agnculture a phase of 
^ prospenty unknown for several decades If the diagnosis is 
correct, it will do somethmg much more important than reviving 
the hvehhood of fanners, it will re-cstabhsh agnculture on a 
hesJthy, that is, a self-supporting basis, not subsidized by the 
taxpayer or the consumer This would be a most happy result 
It would bnng to an end die growing division betw^n the 
ambition of farmers and mterests of the general public which has 
threatened to give an unwelcome twist to Bntish pubhc 

In view of these favourable prospects and happy possmilitics, 
we do not recommend as a matter of domestic pohfW that a^ 
measures of special protection to agnculture should be plamw 
at the present stage As a matter of international policy, we hoia 
that, if there is to be protection, it should take the form mos 
hkely to fit m with plans for international collaborataon— namely, 
a moderate tanff, or, better still, a moderate subsidy not accom- 


pamed by a levy , 

Farming interests are eager to have greater security, and, m 

so for as this ambition is a protest against 
which have been greater than those experienced in the ^ndusmai 
field. It IS legitimate, and it is met by the proposals under W 
above But if we are asked to provide an absolutely guarantc^ 
market for a specified quantity of produce at a specified pne , 
this is''gomg beyond legitimate requirements, beyond what any 
Ste ilSy L evJ claimed, and beyond what dwoald te 

possible m the nature of things to.grant J. 

It could only be granted to one body of producers, such a 
farmers, by giving them exceptional privileges Some uncertainty 
affaSs is mevitable, it is not due to lack of orgamza- 
Uon or planmng, but to changes of demand and the variability 
of natur^ fertihty and productive tcchmques 



money, and other powers are able to do so without attaching 
the onerous condition that the proceeds must be spent on their 
o^^m goods, then by logic the colomes should be handed over to 
those powers But in fact there k no reason why foreign capital 
should not be used for the development of our colomes, and the 
pnnciplc of the open door requires that it should be, if insufficient 
Bnlish capital is forthcoming If the development is not eiqiected 
to be sufficiently remunerative to attract commeraal lending, the 
machmery of the Loans Committee of the Economic Branch may 
be invoked 

The argument is damaging to our mtercsts, because we need 
to gain acceptance for the general principle that funds used m 
foreign investment should not be apphed discnminatively m 
favour of the goods of the investing country Whatever money 
Great Britain may invest in the colonies or elsewhere is likely to 
be small by comparison with the total foreign mvestment m the 
uorld Therefore our export trades stand to gam on balance by 
recognition of the principle that funds mvested abroad must not 
be used discnminatively But we cannot have it both ways We 
cannot use all our mflucnce to gain general acceptance for the — 
pnnaplc and not apply it to ourselves 


Brituh Agriculture 

Bntish agriculture may be expected to enjoy a revival after 
the war for three reasons 

(i) The adverse factors affecting the Bntish balance of payments 
(sec p 6i ) wll necessitate adjustment to a new level To achieve 
cqtmZity It ivill be necessary to export more and import less It 
mu be the duty of the mtcmational monetary authonty to 
wdorec such an adjustment of exchange rates that this comes 
about automatically The majonty of the goods we import 

foSS m purchases from 

sacnficc, our marginal imports should be excluded These 
marginal goods w-ill no doubt include farm produce, and domStic 
agriculture will reap the benefit It is to be emphasized that this 
™ll rcsiJt fram the normal opScHf cconoS? 
Sw'”'* protection to agn- 

will also accrue v.-.Utout artifiaal meXS This gam 
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it IS not one which we can recommend as a proper instrument of 
public pohcy 

Domestic unemployment should not therefore be given or 
accepted as an excuse for mcreasmg trade bamers 


Low Wages Abroad 

This IS the most vexed question of all, popular prejudice and 
the true diagnosis are here farthest apart It is necessary to 
distinguish between two qmte separate motives for desiring better 
wage conditions abroad, the humane motive and the self- 
interested one 

To anyone seriously bent upon raismg wages for the good of 
their recipients, it soon becomes ewdent that little headway is 
possible along the Imes of mternational wage agreements Con- 
ditions and efficiencies are too different No common yardstick 
IS possible The only remedy which holds hope is that of increas- 
ing the efficiency and thereby the earnmg power of the low-ivage 
country This can be done by the investment of capital and 
technological education, and it wdl be the duty of the Economic 
Branch to seek the improvement of conditions m backward 


regions by both these methods , 

' The self-interested motive fears that conditions in "ign 
standard of hvmg country may be undermmed by lower stendards 
abroad This view is based on extremely muddled thinking ana 
has been condemned by John Stuart Mill m a famous passage 
and by economists ever since Broadly, wages in each coun^ ar 
proportional to the efficiency, on average, of its workers Bnte 
people should do well to remember that from the Ainencan p 
of view British labour is paid at sweated rates, and the i'^encan 
tariff IS not nearly high enough to compensate for the diflercnce 
If wages are fixed too high m relation to efficiency, some uu- 
empIoWnt is mevitable, but we cannot reasonably make it an 
obj^t of national or mternational pohcy to ^ 

high in countries which compete m our ^ i 

Sivse unemployment there If wages are fix^ too low, pmfitt 
will be correspondingly high, we shall have the phenomeno 
capitalist “eiqiloitation ” This may caU for 
hiunane grounds, if that is practicable, but it is foohsh to daim 
SrtmSrn’ better cointnes suffer m consequence of such 

m any country is employed partly on Soodsandsc^c^ 
SS-e subject to foreign competition (retail trade, cater- 
^ v^ilrlincr etc 1 and partly on goods subject to foreign com- 

nlrkcts tL secuon can only 
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In pursuance of this lyi>c of demand, it ‘ 
that It uould be comcnicnt to impose nmd 

on food imports as a matter of permanent pohc> btich a ngi 

sjstcm IS m essence unncighbourl> since it inherent in 

Foreigner carT>' the n-holc burden of the TS, ” 

h^^rZ affaS He ^^ouW knoNs Uovs to 

proposal %vouId, as already cxplaim^ (sec Jradc 

any attempt to rente tlic flow X‘«v of 

It shodd be rejected cat^onwlly From the '‘^ers 

national interest, it tvould be less ^Ynfl^Sum 

made ex graha payments of income to farmers of Uic full ammm 
\\hich th^ might hope to denve from the restrictions proposed 

Urmplo}'menl 

There arc two fundamental reasons, apart from temporary 
frictions, why largc»scalc uncmplojuncnt may occur it may 
occur because the world demand for goods is deficient, or because 
the inhabitants of a particular region refuse to work sa\c lor a 
remuneration which exceeds the laluc of the goods they can 

produce , 

The whole effort of mtcmaUonal planning will he directed to 
remove the former cause It may be incompletely successful In 
a tune of world depression a country may increase don^UC 
employment by creeling or enlarging barriers to imports Such 
action IS in the highest degree unneichbourly At a time when all 
the world is suffering from unemployment, it calmly increases 
domestic employment by throwing an equivalent number of 
foreigners out of work If no attempts arc being made on the 
international plane to improve the world situation, tins action, 
though selfish, is excusable So long as the attempt at collabora- 
tion which ivdl follow’ this war is manfully pursued, the nations 
should forswear measures of this sort One article of tlie com- 
meraal code should be an undertaking to make no increase of 
bamers during a phase certified by the international monetary 
authority as one of world depression Nations should on such 
occasions look after their own unemployed by bnngmg forward 
public works and other forms of capital outlay 
If the occupants of a region refuse to work save for a remunera- 
tion which exceeds the value of what they produce, unemploy- 
ment m that region is inevitable Tanffs arc often recommended 
and applied in such eases and succeed in increasing employment 
The true analysis is that they bnng about a reduction of “real” 
w’ages by raising pnees This is a convement sleight of hand, when 
workers are unwilUng to accept reductions of money wages, but 
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CHAPTER V 


IPERSONAL FREEDOM 


^TOrtanre of political freedom A political “code” Intematioaal 
Habeas Corpus Positiw laws Mmonues An educational 
Ihduccincnts to adhere Need for action 


code 


Importance of PoltUcal Freedom 

The most urgent requirement for the peace settle- 
ment IS an adequate plan for collective security Next we have 
considered plans for economic collaboration; these give support 


intended The economic plans, of course, do more, they open 
splendid vistas of a state m which manJemd is raised out of the 
slough of poverty and enjoys that standard of good hving and 
culture wluch the gemus of saence makes it possible m pnnciple 
for all to share 

To complete the picture we need plans to mamtam and 
enhance the political nghts of the individual This might be 
thought a secondary question, and, smee it is difficult, tend to be 
neglected We hold that such a point of view is superiicial, and 
that in the longer run, when the present clouds are lifted, ihe 
question of pohtical freedom may prove the most important of 
all laberals have always contested the doctnne of panem et 
ctreenses, the doctrine that if the mass of people are kept content 
on the side of material comfort, the body pohtic will be healthy 
For one thing, that doctnne can never be given fiill effect There 
IS no level of matenal comfort at which people \vill be content; 
the human spuit is mherently restless and ambitious, always 
claiming the nght to somethmg moie than it has, it is this spirit 
that has made man master of die globe A full stomach does not 
appease it, this is lucky, smee, once man became fully content 
ivith his lot, he would-soon detenorate 
But even if the mass of people could be kept in a condition of 
lubservicnt prospenty, this would not be a safe situation Although 
he human spmt is restless, the overwhelmmg majority of people 
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lo me sccuncy arrangements, since only if the economic order 
gives full employment and scope for progressive improvement wll 
public opinion have that healthy tone without which the security 
provisions, however cleverly devised, will not work as onemally 



produce a limited total quantity of goods ^Vhatcve^ goods it 
produces, it ivill to that estent injure some forei^ competitor at 
home or abroad lA?hicli goods it chooses to produce depends not 
at all on the general level of wages, but on its relative efficiency 
(compared with the foreigner) in producing one or other sort 
l^Tiether wages are high or low, capital will be directed to pro- 
ducing the goods where the relative efficiency is highest 
Of course, it may be a matter of national pohcy artificially to 
foster certain types of industry and these may be the very types in 
which Great Bntain competes But this pohcy is in no wise 
iacihtated by wages being low The profit sacrificed by tlic 
artificial diversion of capital from better paying occupations will 
be the Scime whether general wages are low or high 
All this Ime of thinking is quite mistaken, but none the less very 
influential, and it is meumbent on Free Traders to arm themselves 
ivith economic reasoning lest it once more prove a senous obstacle 
to the general lowenng of barriers 


Summary 

To summarize, our proposals are* 

(i) That the Umted Nations should take this opportunity for a 
large advance towards greater freedom of trade on the hnes of the 
Atlantic Charter and the Mutual Aid agreement, and, in par- 
hcular, that a dean sweep should be made of the new strangling 
forms of restriction which grew up during the mghtmansh 
interlude of the ’thirties 


(u) That progress should be sought along the hnes of a commer- 
cid code, by which adhering naUons would forswear certain forms 
of restnction altogether and set limits to other forms m return for 
Me concessions firom aU adhering nations, but that the code 
stvoiid not be pressed too hastdy upon reluctant nations until 
posiuve rn^ures to increase demand and employment had been 
formulated and created confidence 

(lu) That meanwhile Great Britain should contmue to support 
the unconditional form of the Most Favoured Nation dause nnrt 
m the event ot a code bemg adopted by a tHaCm 

ahodd continue to siyport it. subject only’ to one fonn of dist^Ut- 

“d “on- 

(iv) That in the colomal Empire the policv of thf 
Aonld be re^tabluhed, that the questtorcf^nfc^iXi^ 
the inother country and the Domimons should be settled m 

^enence and wishes of the parties thS 

the mother country should use her influence agList ^ 
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A Political **Code‘* 

Liberals woiild wish all peoples to enjoy personal freedom and 
democratic institutions but there are difficulties, both m prin- 
ciple and m practice, afrout compellmg people to be free Such 
compulsion would itself offend against the idea of free self- 
determination And, although the plea that certam peoples are 
temperainentally unfitted for democratic government k often a 
mere cloak for reaction, it is true that democratic institutions 
be stronger and more truly democratic if they have been bom and 
brought to maturity on native soil and not imposed from outside 
A way out of this dilemma may be found in the idea of a 
pohtical code,” analogous to the economic codes discussed in 
'Chapter II Nations would be free to adhere or not to adhere or 
to adhere for a time and then resign Three features are necessary 
to the successful workmg of such a system (i) The rules which a 
nation would agree to observe while adhering must be defined 
with precision in the code (u) There must be means of securing 
that the nations fulfil their obhgations under it (m) Some advant- 
ages should flow from adherence, to constitute an incentive The 
pohtical code would be divided into a basic code of individuals 
hberty and an educational code, together with a colonial code for 
colomal powers, and such other supplementary codes as might be 
needed to cover special cases 

The basic code would be a sort of charter of the nghts of man, 
contammg the barest minimum of contents It would be well to 
begm modestly, m order to gam a sufficiently wide agreement for 
beginmng at aU We suppose that the Grand CouncS will set up 
machmery for pohtical, as well as economic, collaboration This 
machmery, which -will be new and therefore dehcate, should not 
'be loaded in the first instance with burdensome tasks Starting 
with limited aims, its work should grow and proliferate It should 
be an organism capable of bnngmg to hfe other organisms, as 
opportumty oilers, m the light of eiqienence 
The principle underlying its method of work should be the 
exact opposite of that govemmg security arrangements In the 
case of security we want the machmery set up at the outset to be 
definitive, plainly sufficient to its tasks, and outside die realm of 
further discussion or controversy, it is for this reason that we have 
proposed to set up an mdependent body, the International 
Ebcecutive, which will be able to proceed ivith its duties largely 
without troubhng the Grand Council In the more constructive 
tftslc of gmdmg mankmd to an ever higher degree of well-being 
and enhghtenment, flexibihtyis essential, pubhc discussion valu- 
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do not on their 0%^ initiative seek an outlet m war Small ruling 
oligarchies, however, may look at the matter differently, and 
have recently done so to our cost They may exploit the spirit of 
adventure and direct it mto unnatural channels It is supremely 
important, therefore, that governments should in one way or 
another be kept in constraint by the spontaneous washes of their 
peoples 

We have to take account of certain new factors in the world 


poliUcal situation— namely, modem propaganda methods assisted 
by ivireless telegraphy and the more collectivist organization in 
all countries, which has automatically enhanced the power of 
governments whether they wish to use it autocratically or not 
Against these dangerous possibihtics wc need some counterweight 
Governments everywhere have the opportunity, hitherto un- 
knoivn, of subjectmg the minds and bodies of their people to 
complete thraldom ivithm a short spacui of tunc, this may remain 
a standing temptation to them, it is for the whole comity of 
nations to stand together and redress the balance of power 
between governments and the peoples they govern A government 
which has deceived and bemused its people, and at the same time 
has an administrative stranglehold upon them, may be a great 
danger to the world even if it has no arms In the last resort, as 
we have seen m Chapter I, any system of international security 
presupposes some measure of reasonableness and goodwall in the 
greater number of countries which have to work it No system is 
proof against sabotage if the greater number of governments 
become determmed to sabotage it Now we may rely on the pre- 
valence of a sufficient degree of reasonableness, if the governments 
mtlect the spontaneous wishes of their peoples Otherwise there is 
^ determmed and ambitious governments, 

which have freed themselves from the restraint of genmne public 
^ machine for manufacturing a spunous 
pubhc opmion, may well be able, even if they arc unarmed at the 
outeet, to intngue them way out of the meshes of a security system 
^ umted front and menace to the world 

government may prove m 
grater danger than the most forbidding weapons 

spiritual weapon of the firsFoSe? 
It IS unl^ely to be a danger m the decade after this convulsion 

^ J ^ It It IS a moFrSbtle 

subtle antidotes are needed 
We should do weU to begin to concert our measuri at^S 

^ “"to a false sense of 
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has bioken th^aw of his country and been duly tned'm rcooff. 

methods of the Gestapo oflFend againsTtite 
most elementary pnnaples This right may altemativelyb^lled 
the rule of law Let nations make what laws they like by what- 
wer means their constitution provides Granted those la^vs, 
which mmt be public, -the citizen who obeys them must 
immune from ^bitrary arrest Enghshmen have for centuries 
connected this elementary right with the \\>nt of Habeas Corpus 


International Habeas Corpus 

T^s suggests a method by which enforcement of the nght could 
be brought withm the purview of an international body Why 
shoiud there not be an mtemational wnt of Habeas Corpus, which 
would run withm territories of nations subscnbmg to the code? If 
a man were detained in prison for more than a certam period 
ivithout trial m a recognized court of justice, any relation oi* 
fnend coiild apply to an International Court for a wnt of 
Habeas Corpus This Court would have premises m each country 
and diplomatic privileges for its correspondence, those premises 
would have a pubhc letter box. The International Court could 
only take cognizance of one pomt~had the man detained been 
tried by the due processes of law as recognized m his country? If 
the Court was satisfied that he had been so tned, the matter 
would lapse, otherwise it would call upon the national govern- 
ment either to expedite the tnal or release the man 
The Court would report any foilure to implement these instruc- 
tions to the Committee on Pohtical Rights In the event of 
repeated failure, this committee would stake the nation off the 
list of countnes subscnbmg to the pohtical code, and the offending 
nation would thereby lose any pnvilegcs attached to membership. 
We need not suppose that the sj^tem would be absolutely water- 
tight or that every method of evasion could be prevented But it 
should be impossible for any country to organize a mass suppres- 
sion of individual hberty without the matter coming withm the 
cognizance of the Court Arrangements might have to be allowed 
for the suspension of the mtemational Habeas Corpus in tunes of 
civil commotion Legal eiiperts could no doubt firame the 
necessary safeguards 


Positm Laws 

Thismtemational Habeas Corpus would operate to establish the 
rule of law, it would not by itself mvolve any supervision over the 
contents of the law But with such machinery established, it would 
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able, and each solution of a problem should only be regarded as a 
stepping-stone to something still belter Tlicre is no need for 
finahty On the contrary, the system should progress and expand, 
and statesmanship should constantly be seeking out some fresh 
line of advance 

Adherence to the basic code, and to any supplements thereto, 
which may be made subsequently, would be voluntary The Com- 
imttee on Pohucal Rights, so to name the body put m charge of 
^ matter, would thus proceed on lines similar to those of the 
International Labour Office, and would do wdl to learn from the 
experience of that organization 

A country may enact a fundamental law', embodying the rights 
of the mdmdual, such as the freedom of the Press, but the position 
unsatisfactory if it is not properly enforced We 
should therefore consider whether means can be found for allow- 
ing an mtcmational committee to take cognizance of the methods 
of enforcement, without vexatious mterfercnce with national 
so\i^ nghts These means must be devised with care and tact, 
^ that ffiey shall not serve as a deterrent to a nation wluch is 
w iP ®'^^®“^be to the code On the other hand, it is 
probably better to forgo some members at the outset rather than 
ow nations to subscribe to the code without also agreemg to the 
int^ational supervision We wish the code to be a reality, and it 
n , go slowly than to have a spate of enactments at the 
utset which prove m the long run to be mere waste paper 
It B supposed that colomal powers will be asked to subscribe to 
CO e of colonial standards, and to consent to some supervision 
ihis too should be devised most tactfully so as not to undermine 
me ioyalty which colomal peoples feel to their protecting power 
good work which such powers as the British, 
anfj ^ Dutch are doing, each in their own individual 
MU totaUy Afferent ways, to educate backward peoples The 
^ou ivork depends almost entirely on the personal relations 
e^een citocns of the colomal powers and the colomal peoples, 

™PeraUve to keep the mtemauonal committee 
sev^y in the background 

colomal standards gives an added reason for 
shonW ^ of rights among more advanced peoples Why 

wS « Nigerian, however praiseworthy, be carcfiilly protected, 
Tf- Commun»t-^J Liberal. fortot mattS 

code would be the right of personal 

y berty A man must not be detained in prison unless he 
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■and apply to all nations whetiher they sign the political code or 
'not Capital in this category should be exempted from any laws 
••or orders, which the country might have, forbiddmg or restncting 
^he export of capital, but if the country could show that the sums 
Evolved were so great as to cause embarrassment, it would be 
Entitled to receive a credit, Repayable at a specified date, fi-om 
the Economic Branch Such an arrangement, while safeguardmg 
the freedom of mmorities to move, would provide a financial 
incentive to governments not to treat them so badly that they 
wished to move 


An Educational Code 

One very important freedom is that of education If the 
educational system is hable to be twisted and perverted to suit 
tlie political interests of a government, all other freedoms are 
likely to languish and die When the war is over, fascism iwll be 
dead But who in 1918 could have foreseen that the glopficabon 
of anaent tyranny and blood lust would reappear within a few 
years and gain such a hold upon peoples m this new-fangleo 
guise^ And who can foresee now what new false gods may not be 
born in the coming time, no more vicious-looking in infancy, 
perhaps, than some castor oil and a more punctual railway 
^ervxce^ We hope that the environment will be unpropitioiw We 
«cannot, however, be sure, nor shaU we necessarily be able to 
suppress them at birth But what we can do wthm the ambit ^ 
those nations which subsenbe to the political code, is to ensure 
that the new ideas have not the advantage of the suppression ot 
the knowledge of all other points of view among the young people 

who are being educated , 

*It may be useful to formulate an educational code not omy 
part of a political code, but also with reference to the ^'Cnem® 

It may be desirable to impose some educaPonal code «pon them, 
or, if this IS too drastic, to make their adhesion to it o , ^ - 

a generation a condition of them subsequently bemg re-admitted 
to full eouahty of status m the comity of nations - 

SSafon .s aot an easy patter We do »<>‘ d®™ “ 
ideas upon nations fi-om outside, we do not want to ^estnet Ihw , 
frSom to evolve their own philosophies, we do not 'vant to s 
m mdernent on new ideas, we do not want to suppress any idcss, 

J VICIOUS we may believe them to be But we do 

however false or waouswm^^ ^ 

want o , shall have a reasonable chance of forming their 

Rn 



become practicable to reqmro m the basic code that there should 
be certain positive laws favourable to hberty in subscnbmg 
countnes There would be some guarantee that the laws would 
not be mere paper declarations, but would be actually enforced 
The code should include a minimum hst of positive la'ws) save 
that where individual hberties were adequately covered by case 
law tlus would be recognized as sufficient 
This list should certainly include that Freedom of Worship 

P romised by President Roosevelt Freedom of speech and of the 
rcss arc more difficult to define, but they must not be omitted 
It IS to be hoped that the list would grow in the course of tune- 
and the hght of experience New proposals would be brought 
forward for discussion at the pohtical committee and referred to- 
subscribing members for consideration They should be given, 
ptibhcity in each country A guarantee that adequate pubhcity 
would be provided — ^for example, by discussions m radio pro- 
^mmes — should be one of the articles of the basic code itself^ 
These discussions should evoke mutual mterest by nations pa. 
each others’ problems on hues not likely to promote friction, and 
gradually create a sohdanty of world iechng m favour of indi- 
vidual hberties. 


Minonites 

The basic code would save racial minorities firom ill-treatment 
m contravention of existing laws, it would thus go far in protect- 

persecution There are, however, 
wbtlcr forms of ill-usage, it would, for instance, be beyond the 
™ international authonty to secure them genuine 

a livelihood or advancement 

° compel men to love their neighbours 

against their ivill — or to employ them 

or mass emigration should be 
K financial assistance Smcc it is both a national interest 
minorities should emigrate, if opportumty 

m } “T ^ r^unonues are a 

suffi??rn! financial assistance should be 

dSd L?. movement The burden should be 

Tlw r 'fic intcmauonal authorities 

dissenters to such assistance from the national 
^ scheme of migration was appro\ed and in 
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of drawing the hne between patriotic sentiments that are human 
even if a httle vain, and tihe glorification of war as such or 
propaganda for some future mihtary resuigence _ ^ 

The international committee would therefore have to exert 
gieat tact m its censorship It must avoid rigid uniformity, it 
must not take its stand on formal points; above all, it must have 
a sense of humour To -secure this it should comprise not only 
men of high academic standmg, but also men of ivide hteraiy 
" culture, who would save the committee firom falling a victim to 
pedantry or formalism The League Committee on Intellectual 
Go-operafion at one tune mcluded Henn Bergson, Professor 
. Gilbert Murray, and Professor Einstem among its members A 
committee with this kmd of membership could be rebed on t& 
take a broad view 

It would probably be useless to supply an international panel 
of lecturers for schools, schoolboys womd react very ba<Uy to 
them Nor is inspection of form work likely to be hripfiil The 
best method of inspection would be an occasional scrutiny of 
question papers and answers m the various ofScial exammaUons 
This need not be confined to papers on the subjects of the 
“mtemational” periods, but should be extended to any papers 
set The answers of schoolboys are extremely reveahng The 
international committee would have cognizance of the variom 
times and places at which official examinations are held, and 
would arrange that mspection should take place ivithout any 
notice until after the answers had been ivntten The examinere, 
who must be men of high standmg and great judgment the 
quaKty of the inspection is more important than its frequency-- 
would report to the mtemational educational committee, and 
the reports or selections from them would be published If the 
educational authorities m each country had goodwill, they woula 
take advantage of the reports to mtroduce improvements An 
educationalist worthy of the name could not fail to be intwestw 
m the findmgs of an impartial mtemational ^^imnation toai^ 
If the reports were persistently unfovourable and snowed mat 
government was abusing its powers and systematically peive^g 
the truth m schools, the country would run the risk or bemg 
•struck off the list of subscribers to the political code If any 
movement of the scale and mahgmty of National Socialism 
appeared, the matter might well be reported to the International 

the crudal matter js lie appointment of pro- 
dacttnrts Here we are at the very heart and centre of independent 
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opinion, each side of the case should be adequately presented to 
them. 

The chief subjects m question are history and what may be 
called pohtical science Both are fields of controversy About the 
broad facts of history it should be possible to reach a consensus 
of opinion, withm limits, between great experts drawn from 
vanous nations Pohtical saence is more difficult, here there can 
be no final agreement, and Liberals would not think it desirable 
to attempt to reach one, but though there can be no settled 
doctrme about what is ultimately right and true in this field, 
experts should certainly be able to agree about what have in 
fact been the most important ideas that have been expounded 
by great thinkers and have swayed mankind It is rather therefore 
on the history of political thought than on first principles tliat men 
fium different nations should be able to agree on what ought to 
be presented to a student 

In subscribing to an educational code nations might be asked 
to guarantee (i) that two weekly hours of school-time — or what- 
ever the appropriate period, having regard to the age of students 
Md standard of education in the country — ^bc set aside for world 
history and pohtical science and (u) that m those hours certain 
^proved books — or radio programmes — should be made use of 
These books and programmes would be passed by an inter- 
national committee 


In the case of modem books the committee should seek to get 
them ivntten by naUonals of the country where they are to be 
used In most civilized countries there are scholars of high 
standmg capable- of treatmg these great themes in an impartial 
way It is much better to have home-made textbooks Work by 
n foreign hand is bound to offend by mdefinablc divergences of 
taste and feelmg, which may be trivial m themselves, but would 
serve none the less to akenate the student A standardized inter- 
national textbook would be too cold-blooded to be truly educa- 
tionm, and would tend to establish a rigid unifonmty of doctrine 
wmeh we wish to avoid There is no reason why books used m 
what we may call the “mtemational” school hours should not be 
i^ed with a warmth of patriotic feelmg, otherwise they may 
tail to gnp and will then not achieve their purpose Students 
react ag^t what they are taught in favour of lessons in 
curriculum, and there can, of course, be no 
question of brmging the whole curriculum imder review Some 
sentiments of pnde and self-regard should 

told Germans should not be 

told that German prowess m war is unsurpassed It is a question 
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a particular nation or area ^Vlll also be pcpected to benefit the 
world as a whole It would be wrong to alloiv depression to -gain 
hold in a region merely because it had failed to subscribe to a 
political code 

We suppose that nations adhermg to the code would constitute 
an inner club or association within the larger comity of nations 
banded together to maintam peace''"This Pohtical Association 
would be open to all What would the privileges be'* 

It IS only possible to be very tentative at the outset But this is 
not a fatal objection The tasks of political co-operation may be 
expected to grow They are only dimly discernible as yet A war- 
distracted world cannot be expected to see the paths of fiiture 
progress clearly In the peace treaty we should make a begmnmg 
and form the nucleus of what we hope iviU be a live organism 
The Very vagueness about what the Pohtical Association should 
or can do, so far fi*om discouraging nations from joining, should 
make them rather anxious not to be mehgible for its benefits, 
which although not fully defined may in the end prove substantial 
In the first place, certain administrative or supervisory duties 
may be assigned to the Pohtical Association For instance, back- 
ward countnes such as Abyssima or Thailand, which are not 
under the care of any particular colomal power, may seekpobtical 
assistance from the Umted Nations m die management of them 
mtemal affairs Only members of the Pohtical Association should 
be allowed to serve on the committees set up and to supjuy any 
personnel required This seems reasonable NaUom wluch have 
not set their own houses m order are not well quahfied to gmde 
others Shall the bhnd lead the bhndi> This provision would ^ve 
prestige and even some measure of power to membeis ot me 
^sociation, as weU as some extra employment and scope tor tneir 

citizens of administrative talent - 

Secondly, mutual privileges imght be given to the anzens oi 
member countries We should look forward to a grater mter- 
minghng of peoples after the war Studente, Sachem, te^cians 

favourable Seatment of member countries by such means as 

S: whole 

may be»me prommont once agam The great 
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dragooned, there is little chance of free intellectual life If pro- 
fessorial appointments arc dictated by pohtical motives, the 
int(^ty of die umvcrsities is undermmed Subscnbmg nations 
shoiud agree that the comimttee responsible for considering 
possible candidates should have m attendance a foreign expert 
m the subject who would be appomted by the international 
committee He would have no power to influence the result, save 
by his arguments, and he would be instructed to confine these to 
the professional ments of the candidates He would not expect 
the best speemhst to be chosen on every occasion, for there arc 
usually other relevant considerations m such a choice But he 
would know the candidates well enough for it to be plain to him 
if there was gross pohtical bias ^d he would report accordingly 
to the mtemational committee 

Adverse reports on these dehcate questions would not neces- 
s^y lead to drastic measures These dclmquencics, unlike acts ^ 
of violence, are a fit subject for methods of concihation and 
persuasion, a httle progress is better than none at 
^ The Grand Cotmcil would gradually devise weapons for 
priding national governments without wounding them 

The educational code might cover more than the training of 
me young Similar prmaples could be apphed to adult education 
^d above all there is the wireless, with its steady influence on 
the nunds of atizens Here too “international” items could be 
^erted at intervals m the prmcipal national programme 
JJiscussions of the "Brains Trust” kmd could be organized under 
tne of the mtemational committee, though wthout neces- 
sarily involvmg parUapation by foreigners 


Inducement to Adhere 

It remains to consider what mducements can be offered to 
nations to adhere to the pohUcal code This is a difficult matter 
the mducement must not be anythmg connected -with secunty 
rcace K mdivisible and secunty provisions must be comprehen- 
sive No nation, however pohtically obnoxious, must be left 
outside 

'vould it be proper to offer an econoimc incentive to 
Mherence Economic prospenty, too, is indivisible Plans for 
mutual aid m economic matters must be based on the ments of 
me Econoimc mducements may m certain cases be related 
to adherence to an economic code, e g low tariffs may be granted 

lo'v, funds Sr loan 
“ concerted measures to 
uce the trade cycle Economic measures designed to benefit 
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to attend to any ideas save their oWn, or to beheve that other 
peoples, whatever doctrines they might write, preach or proclaim 
from the housetops, really meant anything by them To such old- 
fashioned Bntons, German national socialists were ordinary good 
felloivs like themselves, and the democratic ideals of communism, 
if they had heard of thcna, empty talk We cannot afford to base 
our foreign policy m the commg penod on this kmd of complacent 
Ignorance 

Liberals are doubtful whether pohtical freedom m the fullest 
sense is likely, as a mere matter of practice, to be achievable in a 
collectivist econoimc system, but that does not lead them to doubt 
the smcenty of communists m making pohtical freedom their 
aim or to suppose that they would be bad colleagues m an enter- 
prise to mcrease the amount of political freedom in the world 


J^eed of Action 

While the settmg up of machmery to mamtain peace will be an 
imperative and urgent task, requinng quick, clear-cut decisions 
and commitments, the task of maintaming freedom has to be 
approached in a more tentative manner Our ai^ will m the 
first mstance be necessarily unambitious, our sanctions weak and . 
our mode of progress based on the voluntary system Some may 
feel that m the press of urgent problems which will beset im afmr 
the war these vagfuer aspiratiom might well be postponed for the 
timebemg We ^agree with that opmion 

Hopes have been held out that victory is to bring suffenng 
humamty rehef from oppression Overthrow of the Axis tym^es 
which now gnnd down their own and other peoples will bnng 
some fulfilment But the fulfilment wiU not be complete no 
regard is paid to the character of the new governments which are 
established in the' vast regions now under Axis sway It is true 
that our powers are limited We cannot guarantee good govern- 
ment everywhere But we should not wash our hantb of the 
matter entirely Withm our powers, we ought to make some 
effort to secure that people do not fall under renewed oppression 
Else there may be an even more thorough-going disiUimonment 
than that which followed the Peace of 1919 and so weakened the 
AVill to resist aggression in the decade before this war 


Summary 

'^^iTSiairSte United Nations are bound by 
" declSns to make some attempt, subject to thefreedom of 
nations to determme tlieir oWn internal affairs, to establish and 
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differences behveen birth rates in different countries ivnll after a 
time cause great changes in the rdative dcnsiti« of populaUon 
New World countnes which are no longer replacing theii- oi^ 
numbers may become more hospitable EimgraUon is no doubt 
largely governed by economic factors, but there is also an 
important pohtical aspect Countries arc umvilhng to admt 
immigrants who may be a disturbing pohtical element in their 
society It would therefore be natural and proper for receiving 
countries to give larger quotas to countnes ^v^lose citizens nad 
been well tramed in the civic virtues at home This pnnciplc 
could be given formal shape by an agreement to award pnority 
to the citizens of countnes which had adhered to the pohtical 
code This arrangement would not, of course, be used to bar 
entry to racial minonties or other sufferers from persecubon 
Thus a government which chose to persecute would find its 
majority excluded firom golden opportumbes, which were open 
to the victims of its spite 


Russia 

Russia should be minted without misgiving to assist m formu- 
lating the pohbcal code Its mam prmciples are not inconsistent 
■with, but on the contrary are endorse by, the doctnnes of 
communism It is true that they have not always been apphed in 
that country m the penod 191 7-39 But the time for casbng stones 
IS over Let us remember the appaiUmg difficulbes with which 
the Government of Russia was then faced, alone m a suspicious 
and hostile world, and confironted m the later part of it by a 
neighbour of mighty sbength, which openly proclaimed a deter- 
minabon to subjugate her These were not normal condibons 

If Russia finds certain admmistrabve difficulbes m the kmd of 
code which Anglo-Saxon lawyers would be disposed to formulate, 
this might lead to valuable amendments likely to make it more 
effeebve m countnes not imbued with Anglo-Saxon tradibons 
With the mam object she should have sympathy — to make it 
^possible for an autocrabc ohgarchy to distort the natural 
peace-lovmg inclmabons of a people mto a will to make aggressive 
war 

Some Bnbsh people tend to be scepbeal about the desire of 
the Russian Government to establish condibons of personal 
freedom m Russia They are usually totally ignorant of the 
ongm, history and development of the doctnnes of communism 
They make the same mistake that they made about national 
soaalism, when they illustrated their complacent unwiUmgness 
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believe in the value of maiptaming a vanety and diversity of 
national types, as a safeguard of geniune liberty and a condition 
of progress We do not wish to sec differences ironed out in the - 
interest of a uniform world-state, an oppressive and omnipotent. 
Leviathan Each group has its oivn historic modes of soaal adjust- 
ment, which give to the mdmdual opportumties of self-expression 
that could not be guaranteed by any mtemational formula He 
draws strength and sustenance from the forms and usages that 
have been handed down and are woven into the fabric of the • 
traditional lore and the hterature of his country But these ' 
national characteristics would lose vitality and wither, if the 
national um ts were too much denuded of power and reduced to 
a mere provincial status 

Then agam, if the world super-state is over-emphasized m our 
plans, we run the risk of putting too much faith m a mere paper 
constitution It is easy to devise a Utopian world-state in theory, 
but our projects may degenerate into phantasies, and by dissipa- 
ting our energies on grandiose projects we may lose our grip on 
the more restricted but indispensable tasks which must be tackled ^ 
internationally if our avilization is to survive 

And again, we must have strict regard to what is practicable 
and hkely to wm support In this matter we have to pay attention 
not only to the small European states, thus dissenting from those 
who view their claims with a measure of impatience, but also to 
the great powers themselves which have to be the buttresses of 
future peace In particular, we must not base everythmg on the 
ascendancy of one point of view m the United States. We must 
certainly provide a framework within which the United States 
would be able to deploy all her resources in assisting worid pro- 
gress, should the coUaboratiomst sentiment prevail there, but tins 
framework should not mvolve commitments th^ v^uid be 
regarded as excessive by adherents of the doctrine that has been 
d^cribed by the formula, “Live and let hve ” Again, the extent 
to which Russia is willmg to collaborate is still unknown 


Four Baste Ideas' 

In meeting this dilemma, we have used three basic ideas 
I First within the field of international collaboration, a dis- 
tinction should be drawn between those tasks which are indis- 
oensable to peace and order, and those which will promote 
Prosperity and progress The former should be regarded as man- 
datory, the latter as optional We have suggested that the com- 
nPtoZnts required for the task of mamtaimng world peace should 
teSed precMly, m the peace treaty ttself Thm eacl. nauon 
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maintain personal iioedom, both as a good thing m itself and as 
a safeguard against autocratic oligarchies fosicnng anew the 
spint of aggression, 

(a) tliat i\e should proceed by means of a political code, to 
i\luch nations would be free to adhere or not, divided into a 
basic code of individual liberty and an educational code, both 
to be supplemented from tune to tune through the machinery 
of the Grand Council, together with a colonial code for colonial 
poirers-and any other additional codes that might be necessary, 
' (3) adhering members should agree to the enforcement 
of the basic code by an international writ ofHabcas Corpus and 
of the educational code by the inspection of question and 
answer papers and the presence of an international observer at 
the selection of university professors, and 

(4) that there should be incentives to adhere to the code in 
the form of preferential treatment for citizens of members on 
temporary visits and in regard to c\changcs of appointments 
and jobs, including those of manual workers, and in the form 
of preferential treatment for emigrants, and in the assignment 
of administrative and technical appointments m schemes for 
tsonomic development and technical instruction arranged by 
the mtcmational authority for backward countries, 

(5) that such codes should not be relegated to the category of 
pi(^ Utopian aspirations, but should be regarded as important 
and integral elements m a plan for mamtaimng world peace 


CHAPTER VI 

NATIONAL SOVRANTIES AND THE 
COMITY OF NATIONS 


"Shts Four basic ideas Powers of Grand 
ComutuUon of Grand Council Membership Question of 
ex-cneimes Ex-enemies and the comity of ruibons 

Safeguarding National Rights 

^ care has been taken m presenting a programme 

r® chapters to have regard to the susceptibdities as 

P"«"°Sat^ves of the nation states This ^re may 4 
justified on various grounds may dc 

On the one hand, it springs from hberal philosophy itself We 
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of pnvate enterprise would have undesirable 

^ncuons alone are of no httlc importance and, if weU 

r“ ** ^ difference to the world economy. 

But the list of functions is not closed Just as the functions listed - 
though quite familiar to thinkmg people to-day, would have 
seemed hair-brained or incomprehensible to the peacemakers of ■ 
V ersailles, so we may be sure that other tasks requuing inter- 
nafaonal collaboration will come to appear of urgent importance 
in the course of the next twenty-five years Science and tecbnolm* 
ai'e ^cly to have many surprises m store We know that the 
trfends of population increase in vanous parts of the world wdl 
undergo spectacular changes, but it is too early to chart out the 
economic problems to which they vwll give nse 
3 Thirdly, c behcvc that between the alternatives of awigning 
a merely advisory or co-ordinating role to the international insti- 
tution, iviA Its corollary of impotence, and assignmg a coercive 
role, which involves unacceptable inroads upon national sovran- 
ticSj- there lies a via media If an international institution is 
authorized to conduct economic operations, it can thereby exert 
power and influence the course of events ivithout any coercive 
functions The true source of this power ivithout coercion is 
confidence If an individual set himself up to conduct operations for 
the general good involvmg cumulative habihties of some thous- 
ands of millions of pounds, he would soon be frustrated for lack 
of power to raise money, he would not attract the necessary 
confidence 

We believe that the principal tasks of the Economic Branch of' 
the United Nations not entail unremunerative outlay, but 
purchase, sale and loan One, but only one, example of this is 
seen in the proposed functions of the Cleanng Umon In the first 
mstance tlie Economic Branch may have to be underwntten by 
the governments of the Umted Nations But once it is properly 
floated and at work it should be able to acquire its capital - 
resources, wthout guarantee, from the world pubhc 
To these three basic ideas, ive may add a fourth 
4 The powers of the international body, which we have called 
the Grand Council of the Umted Nations, should be set forth in a 
fundamental constitution This constitution would provide for 
action along two hues On the one hand, the Council would be 
empowered to introduce new codes by a majonty vote, but every 
nation would retam the right to opt out, thereby fbrfeitmg the 
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uodd know the hmit of what was required of it, be asked to 

pledge Itself unconditionally The sentiment m favour of peace 
shodd be strong enough to secure the necessary support We have 
suggested that the duty ofjmplementmg the pohey of preser^ng 
peace should be entrusted to an International Executive whose 
tenns of reference would also be defined in the peace treaty 
This principle might be apphed rather more widely In the 
economic sphere a distmchon may be di?awn between the 
minimum requirements of order and constructive plans for PfO" 
grcssivc improvement It could be argued that some plan of the 
type of the “Clearing Umon,” or the “StabihzaUon Fund” pro- 
posed by the Americans, embodies that min im u m amount of in- 
ternational monetary regulation' which is a presupposition of all 
other plans In that case it might be well to embody the charter 
of the Clearing Umon (or similar institution) in the peace treaty 
If any other econonuc institution of an equally fundamental 
character, for instance a Loans Gomnuttee, is devised, the same 
procedure should be apphed 

On the other hand, where functions proposed, however bene- 
ficial and desirable, are not mdispensable, Aey may be entrusted 
to machmery to be devised from time to tune by the Grand 
Council of the Umted Nations In their case the nations would 
not be required to make comnutments m advance, their preroga- 
tives would be fully safeguarded, they would retain their right to 
stand outside any scheme proposed The constitution of the Grand 
Council would be democratic in character It would provide great 
opportumties for progressive measures, if most nations were 
co-operatively minded Meanwhile the indispensable machinery 
for the maintenance of peace would contmue to function, even if 
nations were unwilhng to make further commitments in the cause 
of progress 

2 Secondly, it is contemplated that the growth of international 
collaboration will come mainly not by the transference of func- 
tions from national governments to an international authonty, 
but by the assignment to an international authonty of functions 
^\hlch have never been and in the nature of things cannot be 
undertaken by the national governments By this means the 
growth of the world-stale may be a painless process Examples of 
such functions arc the provision of an international monetary 
system, treatment of the trade cycle in so far as its incidence is 
worldwide, Uic steadying of the world price level, maintenance of 
tlic required scale of capital outlay m the world, conservation and 
improN ement of natural resources where this is beyond the means 
of nauonal governments, and the transfer of savings from regions 

89 



^ consent, not only of 
component states, but also of the Grand Coun^ 
S reachmg.a decision would give weight to the advers^ 
arrangement on the confidince of neighboiSJ^ 

^ pohtical adjustments 

ought to play m the new order which we contemplate"^ Pohtical 
fi-onti^ and sovranties will remam of importance 'On the 
other hand, the need for greater collaboration and cohesion m a 
repon contaimng separate national states may be satasfied in 
alte^tive ways A region such as the Balkans might set up a 
jomt Currency Commission or Investment Board to represent the 
collective mtereste of the states in their dealmgs wth the Gleanng 
Umon or Loans Committee of the Economic Branch Just as on 
a world scale the institutions set up by the Grand Council may 
serve to brmg the peoples of the world into collaboration without 
the sacrifice of sovran’ rights, so similar msbtuPons with 
regional scope might create a still closer mtegration inside a 
region This might be a less painfiil way of getting the necessary 
umty of planning and purpose m a region than by the abrogation 
of sovranty on the part of nation states The r^onal bodies 
•vwuld not take over any work proper to the international bodies 
of world scope, on the contrary, the existence of the mtemational 
bodies might create a need for regional bodies as well 
4 It IS important to maintam the* complete independence of 
the International Executive Other mstitutions, such as the 
- Clearmg Union, whose charters might be embodied m the peace 
treaty, need not be equally independent. We propose some such 
arrangement as the followmg The Grand Council on expert 
advice might decide that it would be desirable to modify the 
charter of the Umon, e g by monetizmg silver, or giving a com- 
modity basis to Bancor (or Umtas) It would then proceed to find 
out how many of the governments of signatory nations agreed to 
the change If a majonty of governments agreed, there would be 
a pnma facie case for change But dissenting nations could not be - 
coerced, since their commitment m joimng the Umon would 
have been defined in the peace treaty If, however, the Grand 
Council deemed that the change would entail large advantage. 

It should be open to it to mvite dissenting nations either to agree 
or withdraw from the Union, subject to all their existing claims 
upon it being met m full Thus each nation would maintam 
',hberty of action, but the majority would not be completely 
impotent to mtroduce fundamental improvements 
It should be observed that this proposal places great power in 
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benefits of adhesion -while refusing to undertake the habihties 
Secondly, there would be economic operations, subject to the 
laws of each state w'hcrc the operations took place The constitu- 
tion would provide that tlie principles governing the operaUons 
would be such as to exclude favouritism or victimization, that in 
every case the operations should be designed to promote a general 
interest and be capable of assessment by an objective cntenon 
Before authorizing a new type of operation the council w'ould be 
compdled to publish its govemmg principles, these must fulfil the 
requirements specified in the constitution, in case of doubt there 
should be an appeal to a permanent judicial tribunal, to be called 
the Constitutional Court, whose members would be appointed, 
not by the Grand Council, but by the heads of member states in 
-rotation 


Poioers of Grand Council 

It would be premature to put forward a constitutional draft in 
detail We attempt to summarize certam broad catcgones of 
fimcbon 

1 The International Executive would not derive its powers 
fi-om the Grand Council, but from the Peace Treaty But it would 
report to the Grand Councd on action taken, and the Grand 
Council would make the necessary representations to the nations 
concerned m any incident 

a It would be the duty of the Grand Council to maintain m 
bemg and propose improvements in the machinery for concilia- 
tion and arbitration m international disputes Save in specific 
matters where there were already agreements for direct resort to 
arbitration, concihation should always precede arbitration But 
nations would be bound in the last resort to submit disputes to 
arbitration 


3 It would be the duty of the International Executive to main- 
tam the territorial status quo, consequently submission to com- 
pulsory arbitration would not lay any nation open to the danger 
of bemg deprived of its existing temtones But in order to make 
territorial adjustments possible the Grand Council should develop 
machinery for securing “peaceful change ” This by defimtion 
means change to which both or all the parties concerned have 
^reed The occurrence of any such change would be reported to 
the International Executive 

Such changes might mclude not only alterations of frontiers, 
movements of population, the grant or surrender of economic 
concessions, but also the formation of customs unions, and even 
the fusion of hitherto separate sovereign states into federations or 
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for the purchase of the goods of any particular nation and that 
loans shall be distributed impartially among nations m accord* 
ance with certain agreed economic yardsticks But mucli wall 
remain to be decided, depending on Ae unpredictable trend ol 
events in future, and more than could properly be left to pure 
admimstrators Questions of principle ivill have to be settled, and 
what more appropnate body than the Grand Council itself 
Provided that no compulsory levies are made, save for some 
nominal sum such as a penny a month which should be pre- 
scribed in the peace treaty, and that no nation is compelled to 
receive money for unwelcome development, tliere should be no 
objection to leavmg the Grand Counml a fairly free hand 


Constitution of the Grand Comal 

The Grand Council ivill have legislative, executive and 
judicial functions “Legislation” is not here used m the ordinary 
sense, but to cover decisions ofpiinciple m the exercise of its pow ers 
as hsted in the foregoing paragraph A new word is irantcd to 
describe this new kind of constitutional function We hold tliat me 
legislature should be elected directly or indirectly by the peop cs 
themselves This would be a great advance upon the consUWUon 
of the League of Nations It is a proposal of its nature not lik^y 
to appeal to any government as such, whatever its political com- 
plexion, and It IS one therefore on which it is importan la 
British pubhc opimon should take a firm stand 

If le^lators are nommated by national gov^ments, they 
ncccssmly reflect the temporary polmcJ 
sectional interests of those governments An i 

spmt IS needed for thd new of 

mvemed by a dismterested view of world aflairs The 
mdimdual members are bo^d to be 
their national prejudices This in itself would P. . . 
guarantee that those prejudices would not of demo- 

^Geneva suffered from the discontinuity in 

cratic governments and discordance between ^ romf into 
aatic powers Thus a government of the left was apt ^ come into 
miwer m England just when there ivas a siving to the ng^ m 
Frlnce and conversely These changes of government were 
Tnainlv’determmcd by domestic pohtical issues, the consequent 
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the hands of the Grand Council, without encroaching on national 
sovran nghts It could not insist on any nation adopting a change 
which would be uncongenial to it But the decision whether to 
introduce a reform at thc-pnce of loss of membership would be 
a pohtical decision which might evoke great interest The 
case for and against might be ividely canvassed and the 
reform be embodied in the programmes of candidates for election 
to the legislature (see below) Thus a worldwide interest in the 
international organ of government might be aroused, without 
any danger to mtemational security or prejudice to national 
sovranbes 


5 It would be the duty of the Grand Council to propose and 
introduce pohtical and economic codes The possible contents of 
some of these have already been discussed^. Adhesion to the code 
would be optional But this does not mean that the Grand Council 
would be without power With it would rest the imtiative, the 
machinery for securing agreement and operation, the decision 
whether agreement was sufficiendy broad to justify adoption, the 
mamtenance of judicial tribunals for setthng disputes under the 
wdes, and the apphcation of certam lands of sanction Thus we 
have seen that a pohtical code might comprise arrangements by 
wluch subscnbing members gave differential privileges for the 
adonssion, temporary or permanent, of the cibzcns of other 
subscnbmg members Such sanctions would form a perfectly 
proper part of a general code, but are regarded as mvidious and 
provocative if adopted by a nation unilaterally against the 
citizens of a neighbour In the case of a tariff code, reciprocal 
conc^ions are doubtless often arranged under the existing 
machinery for tariff bargaining, but the Grand Council would be 
an unpartial arbiter of the equity of mutual concessions, a tri- 
bunal could be set up to deal with modes of evasion, such as 
discriminatory classificaUons, and it could be arranged that 
subscnbmg members should qualify for other economic benefits, 
such as preferential treatment by the Loans Committee 

6 In the sphere of economic "operations,” the powers of the 
Grand Goun^ would be still greater It is true that m the case of 

j “ techmeal, the onginal charter 

might be so detailed that decisions could be left to the govermne 
committee, and the only concern of the Grand Council would 
be occMional changes in the charter But this will not be true 
cc^omic field Thus the Loans Committee may 
governed by certain broad rules from the outset, such as that 
m placmg issues it shall have regard to the bLnc^ S pa^SS 
of the vanous countnes, that funds lent shall not be eLSed 
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were ten such questions, the'Iist could be arranged in about three, 
and a half million different orders No voter would know the 
order on his form until confronted ^vlth it in the booth, thus 
prehminary crammmg would be impossible Considering the 
high proportion of voting papers of English umversity graduates 
that are disqualified for faulty entries, although it is only necessai^' , 
to write the numbers i and 2 against the preferred candidates, 
this system should produce satisfactory results 
Legislation would be by majority vote Security questions 
havmg been removed from the purview of the Grand Council, 
and the limits of its constitutional powers having been stnctly' 
defined with due regard to national sovranties, the punciple of 
- the liberum veiOy so hampenng to the League Council, cotdd be 
dispensed with altogether Member nations may not agree with all 
that IS done there, but, since they will know that their vital mter- 
ests cannot be threatened, they should be prepared to acqiuesce; 
to give each nation the nght to hold measures up by dissentmg 
would be to stultify the Grand Council completely It will be 
remembered that if any new code is proposed mvolvmg comimt- 
ments, each nation will be free not to subscribe A mmoritj’’ of 
nations may thus opt out of any code, but it would be for the 
majority of the legislature, havmg ascertamed how many nahons 
would subscribe, to determine whether the code along wth its 
sanctions was to be mtroduced ■. j 1 j 

It IS not necessary at this stage to put forward a de^ed 
scheme for securmg the responsibility of Ministers to the legis- 
lature 


Membership 

It IS supposed that the constitutional powere of the Grand 
Council would be formulated at the peace conference m te^ 
that would satisfy most, if not all, of the United Nabons Tlie 
door would be thrown open to other nations to jom, subject only 
to their acceptmg the fundamental constitution 

Bare membership should entail certain' privileges Further 
pnvileges could be obtained by subscnpbon to one or more ot 
the codes 


Qjiestion of Ex-Enemies 

Despite her black record of guilt and oune m the planiung 
eLcution of this war, it is mevitable *at history should 
repeat itself and that after a certain lapse of tune two points of 
shmdd be held about the proper treatment of Germany 
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dtmocratic powers Member nations would allow officers of the 
Grand Council to supervise elections wth secret ballot m 
accordance wth regulations required to secure true freedom of 
voting ^ - 

There is no reason why membership of the Grand Council 
legislature and of a national government should be held to be 
inconsistent Each of the great national parties would be at pains 
to be represented, and thus in such a country as ours at least one 
representative on the Grand Council would probably be m the 
Cabinet ^Vlule m this dual position he would necessarily reflect 
the vieivs of his government It would be qmte improper for him 
to attempt to influence the views of other British representatives, 
but his position would add weight to his own views and thereby 
give our government qmte enough influence on the proceedings 
Some might feel doubt about the sense of'responsibility of a 
popular electorate in choosing the right people This is mis- 
,placed Governments, indeed, do not always send ideal repre- 
sentatives To give a concrete illustration, in the last twenty years 
Lord Cecil, Professor Gilbert Murray, Austen Chamberlain, and, 
in the latter part of the period, Mr Anthony Eden would prob- 
ably have been regularly re-elected by Great Britain and would 
have made a team of high statesmanship, far higher indeed than 
the averj^c level of our actual representatives at Geneva Thus 
the popular system would have combmed the merits of continmty 
and h^hcr average quality m our delegates 
The question of the apportionment of voting strength on the 
Council IS a difficult one There are objections both to equal 
votmg power for all nations great or small, and to votmg in pro- 
portion to mere numbers We could probably not do much better 
than make representation proportional to total national output 
,This gives mere numbers some weight, but also reflects the 
amount of output per head, which is a fair mdex of degree of 
civilization This criterion might be blended with a rule giving 
votes to a country with more foreign trade, since such a country 
IS more vitally mtercsted m the matters with which the Grand 
Council would be mainly concerned And it would be most 
excellent and just that a country pursmng an autarkic policy 
should automatically lose voting power on the mternational body 
There remains the question of the franchise A hteracy test 
should be regarded as indispensable T^ could be earned out 
without difficulty at the poll Thus certain questions of simple 
fact concenung the voter’s name, address, nationahty, choice of 
candidate, etc , could be worded at some length in sentences 
contammg a roughly equal number of words and letters If there 
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^^ational Soaalism, it will not be easv tn *u 

admirable as her achi^^SZ 

surviving from the Weimar period In the second nmofft; 
occupation penod the new government should be nursed The 
occupying powers should ^vlthdraw to the ba^^nTuse the 
utmost taet and allow complete fieedom ofSZn aS t 
op^tion of constitutional government They would serve as 
buttresses to the untried constitution ' ^ 

We hoId.as a general rule that nations should not concern 
^emselves wth the internal afiairs of their neighbours nor impose 
any particuW W of gover^ent But with Germany the case 
IS d^erent The Germans iviU have-no native form of government 
or meir own choosing At the outset the occupying powers will 
have of necessity to choose the form for them There can be no 
question but that this form must be a democracy 

At Ae outset of -the “second period,” therefore — ^namely, after 
imrnediate problems have been tackled, painful questions 
•settled, and the avd administration supported for a fair length of 
tme— the occupymg powers should arrange for tlie free 
election, with secret ballot and security against intimidation, of a 
constituent assembly TThis should be allowed complete freedom 
of self-determination, save for the one proviso that tlie con- 
stitution must be free 


The new pohtical regime would then begin to function But 
the occupation must be continued for a number of years more 
Only a substantial penod of tnal can establish the rdgimc 
sufficiently firmly for the occupying powers to be sure that a 
revolution wll not occur as soon as their _backs are turned 
Untned men cannot be left entirely to their own devices This 
does not mean that while the occupation is still in being the 
government should seek the advice or support of the occupying 
pow'ers openly or secretly During the testmg penod theoccupymg 
powers must stand completely aside; othcnvisc it would be no 
genuine test After a penod of successful constitutional govern- 
ment of, say, ten years, they might then withdraw 
It may be argued that the Germans are clever enough to ape 
the manners of democracy only to repudiate it as soon as tlic 
backs of their conquerors arc turned We have hopes that the 
virtues of genume democracy are strong enough to make it take 
root, especially after such a dire Oiamplc of the evils which flo%^ 
fit>m unconstitutional government as the Germans will soon have 
had But even on the most cymeal view, the cause of peace tviU 
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There M danger that once again a wealc compromise may result, 
having the meats of neither pohey This is a grave matter The 
future of avilization will still be in jeopardy We dare not tempt 
Providence agam If Germany were allowed to begin a third 
world ivar, and won it, there can be no doubt that the historians 
of the fiiture who arose after the new dark ages would lay the 
responsibility for the echpse, not on the German aggressors, but 
on those nations who, bearmg the torch of avilization and having 
the power to keep it edight and knowing well their responsibihties, 
were none the less so feckless and indifferent to their duties as to 
neglect the necessary precautions It is a question of having 
suffiaent resolution to take adequate measures and sufficient 
interest m our duties to attam to clarity of thought upon them 
As a contnbution to the latter, we suggest that the problem of 
the treatment of Germany should be divided under four heads 

1 There is the question of the punishment of mdividual 
cnnunals and malefactors 

2 There is the question of the occupation of Germany The 
detailed problems of occupation are discussed m the chapter on 
the Armistice (Chapter VII) We hold that the occupation 
should be a long one The proper penod of occupation falls mto 
two parts 

In the first we shall be occupied with such matters as first aid 
n^urcs to prevent famine and disease, the maintenance of 
order, the support of the avil administration, the dismember- 
ment of armament capaaty, demobilization, the repatriation of 
prisoners military and avilian, the re-settlement of Germans 
imide C^rmany Withm this penod there should also be tackled 
the problem of the re-employment of Germans and the alhed 
question of the exaction of reparations After the last war two 
mconsistent desires were entertained, to make Germany nav 
hcaiy reparations and to exclude German goods from nmrS 
in which they competed wth those of other countries An attempt 
was made to satisfy both desires ivithout reconcihng them, and S 
the end G^any, though subjected to a penod of confusion aS 
a severe strmn upon her social order that did lastmR damaee 
acaped wthout making any net contnbution at aU K 
deswed to impose long-term reparations on this occasion the 

^cr these immrfiate and painM matteu, there tvill be the 
problem of atabhs^ng a reliable government, to w'hich it inll 
be possible to hand over rcsponsibihty This bangs m to 
swwd penod” After ten years of Ae devastatog^hght of 
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these will be of value to the world Within this discipline nations 
niutual respect, l^ed on the genuine powers of each to 
J common good There should be no undue delay m 
admitting ex-enemies, since this would give them a erudre 
against the very institutions to whose success we wish them in the 
long run to contnbute No position m world affaire can ever be 
irozen If we plan our world system without providing nichcs- 
and adequate and satisfactory mches—for the ex-enemies; our plans 
wUi sooner or later go awry ' ^ 

If we beheye that peace is the proper condition of man, the 
problems of the International Executive will be of transient and ■ 
rapidly dimimshing interest It will be a tiresome rehc of a bad 
past In principle, therefore, the ex-enemies should not feel it a 
grievance to be excluded from this particular terrain If they wish 
jto be admitted, that will be a sign.that they still hanker after war 
They could only be safely admitted if they no longer wished to 
be, or if the system had worked so well for so long and was so 
firmly and sa^y established that the question of admission or 
non-admission was manifestly of merely academic interest Ihus 
to those who urge that ultimately the prmaple of frill equahty 
should be extended even to security questions, the answer is that, 
if security -m the full sense becomes an established fact, this 
problem will solve itself 

But while in principle the ex-enemies should be mdifferenUo 
their exclusion from the security arrangements, m practice they 
\vill continue for a long time to resent it It wdl Undoubtedly be a 
standmg grievance, there will be found in this country those who 
urge that this grievance should be redressed It is most important 
therefore that we should keep alive in our mmds the contrary 
arguments 

As a method of appeasement permission to re-arm would be 
qmte useless, the proposal betrays a most superficial psychology 
what will rankle far more than the prohibition of arms tviU be 
the memory of defeat Tafcmg a long view, the damage that 
Hitler will have done toTus people by bnnging about this second 
wound to their amour propre may exceed all the anguish and 
misery of the war itself Memories cannot be effaced, we can 
never write upon a clean slate It is because of the coming defeat 
Itself that Grcrmany and those who have aped her ways cannot 
be treated as equal partners m all respects for many generations 
It IS easy for the victor to say, “Let bygones by bygones,” but i1 
would be fatuous conceit on .him to suppose that he can win for- 
giveness from the vanquished so easily It js tli^ whose resent- 
ment goes deep Tte right remedy m such a situation is not to 
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not be lost After the end of the occupation the International 
Executive and its inspectorate will still be in being to prevent 
German rearmament The purpose of the occupation is to enable 
some form of rdiable government to come into bemg, this is a 
necessity, and it would be only right to use this opportumty to 
give democracy another chance m Germany Failure would be 
disappomting, but not disastrous 

3 There is the question of disarmament We hold that Ger- 
many, Italy and Japan should be totally disarmed, and that the 
disarmament shoidd be enforced by an inspectorate supported by 
the forces of an International Executive 

4 There is the question of admission of the ex-enenues to the 
ta^ of mtemational collaboration We hold that, subject to the 
safeguards prescribed in the three foregomg paragraphs, the 
ex-eneimcs should be adnutted to a status of full equahty in the 
duties and benefits of mtemational collaboration In particular, 
it seems that once constitutional governments have been estab- 
lished under the provisions of freely elected constituent assembhes, 
they should be invited to jom the Grand Council and to subscribe 
to the various pohtical and economic codes 


E>.-Enemies and the Comity of Jfattons 

This division of the subject would allow the nsmg tide of 
generous impulse to be canalized without danger to security 
Smpe may be given for each of the two types of sentunent, that 
whiA broods upon the awful lessons of history and wants to make 
toe future secure, and that which cannot wholly abandon the 
doctnne that aU men are equal under Providence Within this 
scheme, each school of thought may obtain satisfaction without 
undermimng the other, thus we may avoid meffective and 
dangerous compromise 

To most Bntish people it seems not only mevitable, but also 
desirable, that m the long future all nations should co-operate 
to^th(» on terms of full equahty And if we add that this is 
i.i^ral doctnne, we may claim that Liberalism is not merdv a 
party weed, but stands for certain fundamental and inahenable 

Bntish people Now, all the most 
mpo^nt interestmg, growmg and progressive subjects for m- 
emational co-operation and jomt endeavour fall wthin the 
Grand Council And if the ex-enemies wish to 
play their part in these developments, they will have ample scone 

diaractenstic rontnbu- 
tions to make to the pool of collective wisdom and imtiauve, Sd 
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ship If the leading note in the pohtical disposition of the subject 
^ IS obedience for its ovm sate, what will guide those in power? No 
longer subordinated to the caprices of others, they will be the 
ready victuns of their own Unaccustomed when subjects to 
■vigilant cnticum of the law by the standard of nght and justice, 
they will not suddenly acquire this pomt of view when in 
control 

The German has his own compensation for his habit of exces- 
sive subservience In his day-dreams, he is law’less and ruthless 
He goes to the opposite extreme Too much trammelled himself, 
he mahes his idem hero completely untrammelled It is not neces- 
sary to cite modem authors who may be regarded as ephemeral 
One only has to turn to the great Goethe himself In the mmd of 
Taust may befoimd the disorders which have made the German a 
bad world citizen ever smee 

For the time bemg he must be regarded as unfit for supreme 
power He must not be allowed arms or membership of the Inter- 
national Executive But he is fitted for many of the constructive 
talks of international collaboration, and to these he should be 
admitted m a firatemal spirit MeanwhileJ if he has the oppor- 
tumty of self-traming at home imder the aegis of the pohtical code, 
Includmg the educational code, m the course of generations ^ 
national characteristics may change, and the spht between me 
subservience of his daily practice and the lawless adventure 
•day-dreams may cease to exist Then the roll of members of the 
equal cormty of nations may be filled 


CHAPTER VII 
THE ARMISTICE 

The immediate tasks First aid measures Mamtenance of law 
order Organization of cconoimc life Reparations and contribution 

to security ^ 

The Immediate Tasks 

Tmmediately confronting us at the end of Ac war, 
before we settle our long-range plans for the future and 
ofneace, there %vill be a complex set of problems We may dmdc 
these mto (i) the tasks of humamty, (u) the maintenance 
2xd oS^ ^d (ni) the organizauon of the economic life of the 

Contment 
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! the natural consequence of his mai- 
ls attention to other matters This is 
gpedient, and it is just The just and 
natural consequence of unprovoked aggression is unilateral dis- 
armament The victim of his ovm crimes should be restored to 
mental health, not by release from this condition, but by havmg 
his nnnd diverted to the absorbing tasks of applying modem 
science, technology, administrative technique, and economics to 
raising material standards and the level of education and culture 
throughout the •wide world 

The sentiment in favour of equal status is a strong one and, 
mdeed, it is part of the creed of Liberalism But to carry theory to 
the pomt of neglectmg all particular circumstances and the 
facts of history would be to caricature this sentiment We are now 
in the presence of certam painful histoncal facts which must not 
be neglected For the time being Germany and her mutators 
must not be treated as equal in all respects Opimons may differ 
about the importance of innate national characteristics, but 
characteristics determmed by the recent course of history may be 
potent Nor can these characteristics be exorcized by the bene- 
volent persuasion of other nations or any charmed formula what- 
ever We cannot rely on Germany havmg an immediate “change 
of heart”, we cannot expect it, mdeed it would be a miracle if it 
happened Therefore precautions must be taken, and these un- 
happily make full equity impossible 
The Germans have their own pomt of ■view Those philanthro- 
pists who hold that, once they are disillusioned ivith Hitler, they 
\vill become drenched ■with the Geneva spirit, do not m fact dis- 
play broad-imnded tolerance, but a Pharisaic and msultmg 
Ignorance of tlie subject They are gencrahzmg about a people, 
which has, after all, made ^tinguished as well as deplorable 
contributions to world history, without showing it the common 
avility of making a prelmunary study of its problems 
Liberals beheve that a healthy society can only be maintamed 
if indmdual atizens have some tendency, not only to criticize, 
but also in the last resort to disobey their governors Obedience 
should be determined, not primarily by the existence ois.de facto 
power, but by consaence, or, where consaence cannot approve 
tlic particular legislation, by knowledge that it has been enacted 
by a consUtutional process of the main features of w'hich con- 
science can approve The Germans have a sinister disposition 
toivards obedience for its own sake T^is shoivstbenp-a^ackine 
for the tunc being, *■ ° 
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“peaceful change” which it would be for the Grand Ckiunctl 
subsequently to perfect Indeed, we want to get away from the 
idea that it is the task of the Peace Conference to re-draw the map 
of Europe One can hardly aclueve the wsdom required for 
finality in the haste and over-charged atmosphere of a post-war 
conference 

In order to get the pohtical functions discharged by the occupy- 
ing powers, It would be useful to continue the wartime practice of 
appointing Cabinet Mimsters to be Ministers of State abroad 
Thus there might be a Minister of State for Germany, another for 
the Balkans, etc The Mimsters would be assisted by expert staffs 
drawn from the civil services of the occupying powers It is most 
desirable that supreme pohtical power m every case should be 
exercised by a politician with experience of responsible govern- 
ment m a democratic country, and not by a soldier or professional 
administrator 


Organization of Economic Life 

The first phase m organizing econormc life will be governed by 
the need to bring first-aid rehef There will be shortages, not only 
of food and raw matenals, but also of labour, transport, indus- 
trial eqmpment and housmg The techmquc of organization wi 
be that of war economics The simplest method iatH be to Keep 
whatever machinery of control each country has evolved an 

adapfit to the changing situation , , 

To safeguard the future position it %vill be essentim to cnccu 
inflationary tendenaes If by the tunc of the P^^c Con 
inflation is raging m a number of countries, it 'vill be imposs 
to frame proper hnes for future development The occupy o 
powers will need to establish or maintain controls, not oniyr m 
regard to goods m short supply, but also m regard to money wage 
rates, the bankmg system and the budget Control . 

fields will be of vital importance, and expert staffs of high abuuy 
should be made available to tlie political officers of tlie occupying 

^^ThTproblem of the external balance of the United Natioiiswll 

be relieved if the Leasc-Lend pnnaple is 

cx-encmics merges into the question of reparations (see belotv; 

AwSSicy to unemployment will be due to d.soipn.w^n 
rather than msuffiacncy of demand Rc-stocking and rc-cquip- 
minfshoidd absorb the product of industry^ working at the 
f />eCTir/> that the provision of raw matenals allows For 
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Ftrs{-md Measures 

The oppressed peoples of Europe must be saved from the rav- 
ages of fanune and ^ease It is the ^vlsh of the British people 
that the mass of the German and Itahan peoples, other than, 
culpnts and criminals, should also be accorded first-aid relief On 
the physical side, this will require a continuation of methods that 
have been perfected during the war, shipping priorities, alloca- 
tion of Jbod and raw matenals, and, m the areas of shortage, 
ratiomng and control of distribution The theme is familiar and 
_wc do not need to enlarge upon it here On the finanaal side, it 
may be hoped that the prmaple of Leasc-Lend will be extended 
for a period for the benefit of the United Nations The finance of 
supplies to ex-enemies is bound up ivith the question of repara- 
tions and the organization of their economic life (see below) 


Maintenance of Law and Order 

We assume that the whole of Europe, other than the rcmaimng" 
neutral countries, will be occupied by the armies of the victorious 
powers Their immediate tasks iviU be to disarm all opposing" 
forces, to suppress violence, and to support whatever civil admin- 
istrations they find in being The Gestapo must be immediately 
dissolved, along wth all fascist organizations, and in due course- 
the civil services of fascist countries must be purged of fascist 
elements introduced during the period of totalitarian government. 

Pohtical functions ivill at the outset be vested in the occupying- 
powers In the case of the Alhes, it will probably be easy to hand, 
over these fimeUons to responsible governments almost at once 
But in the ex-enemy countries and in those which, whether 
tv^gly or un\vilhngly, have lent themselves to the purposes of 
the ex-enemies, pohtical functions must remain with the occupy- 
ing powers for a considerable period 

An awkward dilemma will at once appear It will be necessary 
to set remonsible governments firmly in the saddle in each 
country, before the peace treaty is signed Yet to assign temtonal 
l^ts to these responsible governments would appear to premdee 
settlement The question of a new Russian frontier 
^ould be settled by diplomauc methods before the war is over 
boundaries that existed before the invasion of 
Austna by Germany m 1938 should be re-established durmn the 
Armistice penod The Umted Nations would then give con- 
paring down of Germany and Italy was desir- 
^‘iJi^^^ents should only be aUowed by mutual agree- 
ment, and would constitute the first exerases in the methoS of 
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macl^ery :s properly devised; the un- ^ 
employment problem in each country should, we bcheve, solve 
ateelf, save for some margin which is the consequence of in^ 
efficiency and folly, ^d as such would not be overcome bv 
totahtmian methods If the system can function in that way, it 
must be made so to function, as soon as the opportumty ames 
There should be no interlude in which we experunent wth 
totahtanan methods We must not set this precedent which the 
new governments will be only too ready to follow 
There are two corollanes It is essential that the international 
plans should be ready at an early date, so that the various 
mstitutions can function as soon as required It would be a great 
advantage if the Clearing Umon (or whatever may replace it 
after discussion) were ready to open its doors on the day of 
uncondiUonal surrender by Germany It is also important that 
the Loans Committee of the Economic Branch should be ready 
to begin operations very soon afterwards We urge the Bntish 
government to press for an early agreement with the Umted 
States and the Doimmons and as many other powers as possible 
on these fundamental issues 


^ The second pomt is this It has been proposed that in the case 
of certain mstitutions such as the Clearmg Umon, the charter 
should be embodied in the Peace Treaty The purpose of this is 
to enable the mstitutions to regulate their pohey within the 
terms of reference of the charter by majority votmg Tlie charter 
itself^ which could only be amended by the agreement of all 
concerned, safeguards the mdividual nations agamst havmg 
their rights and privileges jeopardized by the majority But the 
pomt of tune at which it becomes expedient that tliese institutions 
should begin to operate may come before there is any peace 
treaty The occupying powers may not have proceeded far enough 
m their task of securing stable pohtical governments m the 
nations which have to sign Indeed, the orderly functiomng of 
the institutions for a penod may be a pre-condition for estabhsh- 
mg that minimum amoimt of confidence inside countnes which 
IS necessary for stable self-government. 

The way out of this difficulty appears to be to have provisional 
charters signed at least by Great Bntam, the Dominions and the 
Umted States, and by as many other nations as are wiUmg These 
would give the institutions sufficient backing for their imUal 
operations The provisional charters should be subject to amend- 
ment, and ratified as amended in the Peace Treaty 

This procedure has another advantage From the pomt of view 
of national sovranties it is important that the charters should 
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but the provision of more materials Transport and other bottle- 
necks must be dealt with on the lines of wartime practice 
It IS impossible to predict how long the period in which demand 
tends to exceed supply iviU last Saturation may come at different 
dates m different countnes After the last war it came m less than 
two years fiom the armistice, save where inflation was very 
vicious It may take longer to come this time, but we cannot be sure 
The moment when it does come will be the supreme testing 
tune for the future of democracy, the parting of the ways In our 
earher chapters we have discussed various pieces of machinery for 
mtemational economic collaboration, by which it is hoped to 
mamtam equihbnum between the demand and potential supply 
of goods in the world as a whole and between the receipts and 
payments of each particular country, without interfering with tlie 
fire^om of the mdividual in those countnes that maintai n 
mdividualism in some form or with the freedom of nation states to 
determine their own destinies, subject only to certain limitations 
required m the general mterest It is essential that this machinery 
should gear m as soon as the post-war reconstruction boom begins 
to falter 


Otherwise what will happen^ If unemployment begins to loom 
large in countnes for which the occupying powers still have 
pohtical responsibility, they iviU feel quite nghUy that it is a 
menace to the pohticd development which they are p lanning - 
and to the soaal structure itself They iviU feel it mcumbent upon 
them m consequence to “organize” employment Plans will be 
made to set people to work on this and that project regardless of 
the econormc cntenon and at the arbitrary discretion of the 
government This is the duect route to totahtanamsm 
What a bitter farce it would be indeed if aU this mighty 
stmggle were fought through and all this blood shed only to have 
toe victonous nations imposmg upon a powerless Gontment that 
rtgime of dragoomng which we are fightmg to exterminate So 
long as the post-war situation is essentially war-hke m character 
m that the economic problem is one of shortage and inflation 
controls similar to those of ivartime will be the appropriate 
remedy, and readily accepted as such But when the war 
economy problems give place to toe peace economy problems 
to attempt a solution by control and regimentation would be a 
conf^on of abject failure It would be tantamount to saymg to 
the dictators. We fought you ostensibly because we wished to 
eradicate your ideas from the face of the earth, now that we have 
won, we are bound to confess that you were m the right and 
propose to mutate your methods ” ^ 
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involve sums greatly in excess of those thought feasible bv the 
Dawes and Young Committees on Rcpamtiom ^ 

hf* ex-enemies should 

be asked to pay cither by way of reparations or as a permanent 

? sccunty But certain guides to clear thinkmg may ‘ 
be set out and certain pnnciples formulated ^ 

Some opponents of reparations overstated their case after the 
last war by arguing svithout^c necessary qualifications that if 
Germany was allowed to gain a sufficient number of export 
markets to finance her reparations, this would actually mjure 
the coun tnes m receipt of reparations by forcing them out of the 
markcU in which they wished to undercut Germany To others 
this sounded altogether too clever and sophistical Surely, they 
rejoined, there must be some w'ay of malong Germany pay, 
economists can prove anything’*, the argument that there was 
no possible method of exacting somctlnng from the Germans to 
our benefit w'as too offensive to common sense to be believed. 

If reparations had been conceived as a perpetual annuity, 
there is no doubt that a way could have been found for financing 
them which did no injury to the Alhes The ex-cncmics would be 
allowed to enter export markets displacing us They would work 
hard to produce the exports and w'c should get the proceeds We 
should retire gracefully from certam markets This might offend 
particular interests and national pnde, but all the same it is 
clearly better to get money, which is the tvherewithal to buy 
imports, for doing nothing rather than to have to cam it by selhng 
in export markets 

The matter is altogether dififercnt if the reparation payments 
arc not regarded as perpetual In that case the time ultimately 
comes when wc can no longer finance our imports, or a pro- 
portion of tlicm, by payments from Germany Then we have to 
re-enter the export markets and displace the Germans But it is 
nghdy supposed that this might not be easy The Germans, 
havmg established their goods m use, would automatically get 
orders for spares and replacements, they would have established 
commercial goodwill, thus it might be exceedingly hard withm 
the framework of normal commeraal relations to displace them 
from the markets where they were established Then wc should 
indeed be in Queer Street Part of the funds required for the 
purchase of our imports would dry up with the cessation of 
reparation payments, and we might find it extremely difficult to 
undercut into markets where the Germans were established, 

•with sufficient sales to make up the deficiency 
A sharp disbnction must accordingly be made between an 
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be and should be felt to be durable and practical Otherwise 
nations may fear that, while nominally committing themselves 
to a specific defined plan, they may later be led on to make one 
concession after anotiier m order to salvage a scheme in danger 
of shipwreck It would be an excellent thing, therefore, if the 
institutions could have a trial period at the end of which revisions 
and amendments could be made In the ordinary way this would 
be difficult to arrange, smce the nations would feel that if they 
consented to one field-day for amendments, they imght be asked 
later to have another, and so onward, mto die quagmire But the 
occasion of the Peace Treaty provides a smtable occasion for 
amendments which is by its very nature unique Thus the 
institutions would function during the Armistice penod and, if 
that were of considerable length, encounter most of the difficulties 
likely to anse There would be time for experience to teach its 
lessons Furthermore, with this umque stated “field-day” in 
prospect, various nations might agree to certain provisions for a 
trial penod, of the wisdom o^vhich they were too much m doubt 
to accept once for all It may be that only so will it be possible 
to secure sufiBcient agreement to bnng the system mto existence 
at all 


JReparaitons and Contnhuhon to Security 

Great confusion was caused after the last war by a self-con- 
tradictory policy in regard to reparations (see Chapter VI, 
p 97) Permanent injury was inflicted upon the social structure 
of Germany which m no way affected her subsequent capacity 
to develop a war potential, and which brought no net benefit 
direct or indirect to the Alhes Although the form that the trouble 
took was largely due to muddled thinking on the part of the 
^tonous powers, it cannot be demed that serious real difficulties 
beset any plan for obtaimng large amounts of reparation pay- 
ment These are briefly explamed below 
The problem is seriously comphcated on this occasion by a new 
feature The Umted Nations are resolved to provide a pohce 
lorce adequate to keep the peace, which will be a substantial 
charge upon their taxpayers Ex-enemies wiU be under ho 
obhgatiori to provide an armed force and will be prohibited from 
domg so It would be deplorable if the final result of the dastardly 
aggression of our enemies were that our own people were saddled 
m perpetuity with substantial charges for armaments, while 

a proportionate con- 

tnbution by Germany towards the cost of security would probably 
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ticular,' it would be most dangerous to secure that Germany 
established herself in export markets, from which she then had 
to be displaced by ordinary competitive methods after the 
payments ceased The kmd of goods which Germany ivould be 
led to sell under ordinary commercial motives in tlie early period 
are precisely those likely to give rise to repeat orders Once 
established, she could not -be driven out^ave by \dolcnt under- 
cutting and heavy loss 

Consequently, it should be laid down that terminable payments 
should be made in either or both of two forms — ^namely — 

(a) by direct German labour employed on useful work in 
foreign countries and paid by remittances from Germany in 
kind, or 

{b) by the production at a loss of primary -products in 
temporary short supply m the world 

These are the only tw'o ways m which large terminable pay- 
ments can be made without creating acute difficulties for the 


receiving countries when they cease 

(a) It may be possible to employ German labour on a large 
scale to repair damaged property, restore agricultural produc- 
tion, build houses, etc , m the temtones of the United Nations 
This may be the most practical method of obtaimng substantial 
payments But it must not be pressed too far Some of the United 
Nations may feel that the presence of large numbers of cx-cnemy 
citizens would be distasteful, as the French felt after the last war 
Tins IS a matter for the Umted Nations to settle by mutual con- 
sultation at an early date It is not likely that Great Britain 
would welcome a large temporary immigration of Germans 
Furthermore, it is important to notice that this is only an 
effective means ofmakmg payment to the extent that the German 
workers arc paid in kind, i e in food, clothes, etc , sent to them 
from Germany Not all their pay, however, can be prowded in 
' this way They are bound to consume house-room, fuel, tigUt, 
transport and recreation in the country of icsidcnce They woiud 
receive money from Germany to cover these ^tra requirements, 
but to the extent that they do so the problem of transf^ng 
reparations is not solved Germany would have to maintain a 
surplus export of goods to finance these wage payments it is 
inmortant not to exaggerate possibihties Thus il Germany sent 
a iLlhon workers abroad, the net product of their 
be worth some ,^200 million But if half of then wage had to be 
,A Tn TTinni-v fhiR would Only provide an effective transfer of 
a ^ no laigor lln that pmv.dod in tho modost 

Young Plan 
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appropnate method of exacting payments that arc intended to 
be permanent, such as a contnbution to secunty, and the method 
of exacting pa^Taaents that arc intended in due course to termin- 
ate If it IS desired to exact payments of the former kind, German 
foreign trade should be so arranged that tlicrc is a permanent 
excess of exports over impiorts But the arrangements must be 
normal, not exceptional German exchange rates must be set at 
a level m relation to her comparative costs and cfiicicncics such 
that exporters acting under ordinary commercial motives find 
It remunerative to export a quantity of goods which exceeds by 
the reqmred amount the quantity which importers acting under 
similar motives find it remunerative to buy abroad Such an 
adjustment is by no means unattainable Germany N%ould be in 
precisely the same condition as a country which had attracted 
foreign loans in the past and had to cover the interest on them by 
an excess of exports, or, alternatively, as a country, like Great 
Britain before 1914, which chose to lend a certain amount of 
capital each year to foreign countries 
The method for securing this adjustment must conform to the 
prmaples laid down by the Economic Branch for securing a 
smooth flow of trade and balance of payments bct\\ccn nations 
What must not be alloised is that Germany, under plea of having 
to make secunty payments, should introduce exchange controls, 
quantitative import regulations, or special export subsidies and 
other devices forsivom by other nations as unncighbourly This 
would be an intolerable situation and sure to break down The 
other nations would not endure ivithout rctahation the use by 
Germany of coveted devices denied to them 
There will, of course, be pleas by Germany (and other ex- 
enemies) that they cannot establish the export surpluses required 
save by the use of these devices Consequently if it is desired to 
exact such payments, it should be laid down as an indefeasible 
pmaplc that an export surplus of the peak amount demanded 
should have been established for a run of years b^ore the occupyins 
powers withdrew — and established without the use of obnoxious 
devices In fact, it should be demonstrated in practice that the 
^nonuc problem of financing the payment had been solved 
^ereaftCT me ex-cnemies could have no excuse for default, and, 
if they did default, the International Ebcecutive could be required 
to take action and re-occupy the temtones 
Te^nablc payments, on the other hand, must be regarded 
m a totally different way It is asking too much of the normal 

a substantial 

surplus of German exports and then an even balance In par- 
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ejqjort sufficient, not only to pay for her imports, but aJso to 
finance her contribution to security This tvill entail a far greater 
flow of German exports to foreign markets than her competitors 
ivill view with any pleasure We propose this because it is con- 
sistent ivith our general econonuc plans and in the long run 
conducive to world prosperity, but, having regard to human 
passion and prejudice, it may prove Utopian 
What must not be allowed is that, in addition to this normal 


vent for exports, CJermany should be encouraged to export a 
further excess of machinery to finance temporary reparations 
payments, this would give rise to repeat orders and leave an un- 
balanced position when the reparation penod was over The 
danger is that the United Nations, not fi-om soft-heartedness, but 
from short-sightedness, may press for prccisriy this solution Why 
should not Germany, they will say, provide machinery and 
machine tools to establish industry in south-eastern Europe^ 
Against such folly, so welcome to the enemy, we must be 
extremely vigilant 

Reparations may be financed, not only by a temporary addi- 
tion to exports, but also by a curtailment of imports No impedi- 
ment should be allowed to the import into Germany of repeat- 
order goods in fair competition wth German production But 
there is much to be said for compelhng Germany to produM a 
greater proportion of her own food, iron ore, etc , than will be 
normal in the longer penod This was a burden which Germany 
was quite ivilling to inflict upon herself in order to prepare for a 
war of aggression, in order to buy more of the smews ^ war from 
abroad, lay in Stocks of food and become more self-suffiaent Is it 
too much to ask that this self-imposed austerity should be con- 
tinued a httle longer, even intensified, in order to ease shortages 
elsewhere and finance reparations^* Let her put her agranan 
ideals into practice and grow more produce for uie time bemg 

It might be objected that this is recommending an aUtarwc 
system, so strongly condemned elsewhere But these are fpeci^ 
measures, designed for a fimte period, to meet a ^ 

difficult problem, the exaction of reparations Naturally they 
not ben&t Germany, since it cannot benefit Germany to pay 
reparations It would be a fine object lesson, this, ^ 

aiSarkv to impose restrictions on imports on an unwillmg nation 
and fficn gmriually remove then as her obhgations were di^ 
rhire-ed and she was allowed to return to normality Aui^ky 
m true character, a burden on the standard 
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' (i) It IS also proposed that Germany should meet exceptional 
demands for goods in short supply after the Armistice, always 
provided that they were of a kmd not likely to give rise to repeat 
orders Thus demands for bncks and cement for physical recon- 
struction surplus to the normal capacity of other countries could 
be met from Germany This would have the great advantage of 
making it unnecessary for the other countries to build up large 
excess bnck- and cement-producing capacity, thus creating an 
awkward structural unemployment problem when the building 
boom was over Of course, it would mean creatmg such a prob- 
lem for Germany or alternatively allowing her to remain short 
of housmg, but it is altogether illusory to suppose it possible to 
have reparations without tears Again, the timber resources of 
Germany might be draivn upon so long as there were shipping 
difficulties m transportmg timber from the normal sources of 
supply 

The United Nations might be asked to supply lists of wanted 
commodities' It is to be supposed-that so long as there is shortage 
m the world and a consequent danger of mflation, material con- 
trols will be maintained, mvolvmg price ceilmgs and allocations 
Under this system it will be impossible to meet demands in full, 
and the reparations committee would be provided with a hst of 
defiaencies and endeavour to meet them from ex-enemy territory 

The committee would only be concerned with supphes that 
would not be forthcoming from Germany under the ordinary com- 
meraal motive German foreign exchange rates shoidd be fixed 
at levels sufficient to give a normal commercizil motive for a vol- 
ume of exports required to meet normal payments The repara- 
tion payments are by defimtion additional Consequently, the re- 
p^ations committee would only take cognizance of goods the cost 
of production of which m Germany exceeded the price offered 
"Reparation goods” would be those which covdd only be supphed 
by the government subsidizmg their production 

Goods such as machmery and electrical eqmpment would 
normally be excluded from the list by the reparations committee, 
because these give nse to repeat orders Smee these are articles in 
which Germany has speaal advanti^es and takes special pnde of 
workmanship, this exclusion will no doubt be attributed by the 
Germans to mahee and be made the subject of gnevoiis com- 
plamt It IS important to notice that this complaint will be utterly 
unjustifiable and that the whole scheme here proposed is one of 
extreme generosity 

It IS proposed that Germany shaU be allowed to trade freely in 
those goods m which she has a productive advantage and to 
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science will soon' exhaust her capital For fundamental progress 
we depend on perhaps a surprisingly small number of scientists of 
gemus A war-distracted environment will not permit their great 
ideas to come to birth But what 'we already have malces war 
sufficiently forbidding Is our postenty to hve for ever m fear of 
bombs^ Are the doleful predictions of Mr H G Wells to be 
fulfilled, or of Ab: E M. Forster, who long ago suggested that it 
nught one day become a capital crime for a young man to mount 
up firom his deep,' subterranean habitation and look upon the 
light of the sun^ 


The Concern of every Citizen 

The situation is urgent and critical, but we must preserve our 
sangfroid and shrewd judgment The world cnsis may be likened 
to the kind of crisis of which almost every British voter has had 
some experience m his family affairs or his business affairs Ship- 
wreck is threatened and he must stram every nerve to avert it 
Ehs future happiness is at stake. Within all is turmoil and exate- 
ment, but he maintams his self-possession and calm extenor Now 
IS the moment when he must summon all his best judgment, now 
IS the moment when he must know how to mix seventy and 
generosity in the nght proportions, now he must be objective and 
suppress his prejudices, now he must nse to the height of his 


powers j 11 i. 

This analogy is relevant because the post-war period wiU not 

only be a testing time for our statesmen and leaders, but also for 
each mdividual Briton Public opmion is of the greatest impOTt- 
ance, since the decisions of statesmen are often swayed by wlfet 
they believe that pubhc opimon will tolerate or require It is 
essential, therefore, tliat Bntish pubhc opimon should itself be at 
Its best, so that the faith which Liberals have always placed m 
democracy is vmdicated It must be a genume pubhc op^on 
cieated by the mterchange of views between ordinary Bntish 
citizens in then- homes, offices, workshops, 
must strive to make itself immune to the influence offirstffioughts 
disseminated by the Press or ill-considered speeches on ffie we- 
less This pubhc opmion should be built up by each mdividual 
Bntish citizen givmg of his best m his conversation and pondering 
over his neighbour’s argument Opmions so formed may spread 
qiuckly and exert influence m the highest quarters 


'iermany and the Security Qyestion ^ a i 

In this bnef outhne of a programme we have had to deal vntn 
•ertam techmcal constitutional and economic matters on which 
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terminable levies If, but only if, they are observed, will it be 
safe to demand substantial payments It is unlikely that the 
methods for obtaimng terminable payments can yield very large 
sums It may be unwise to propose the exaction of large sums in 
perpetmty It would be fatal to adopt methods appropriate to a 
perpetual levy, if m fact the levy were destmed to be teiminated. 


GHAPTER VlII 


PUBLIC OPINION 

Our predicament The concern of every atizen Germany and the 
zecunty question Other nations Economic collaboration 

Our Predicament 

Everyone must feel that we have reached a turmng- 
pomt m the history of mankmd If its collective good sense does 
not get a gnp upon the course of events, the prospect is grim for 
our children and their children and many generations It is not 
only the mcreasing horrors of war itself, but the mcreasmg pre- 
occupation of the fear of war that threatens our avihzatibn The 
shadow cast before it by 1914 hardly affected the normal course 
of progress, the shadow of 1939 was sensibly blacker and threw 
a bhght upon many hopes and plans And what will happen next 
time if it becomes ^o\vn that the international situation is out of 
hand and that men of evil mtent have acquired power enough 
to plan new convulsions? With an ever-shortemng interlude 
between the suffermgs of one war and the fear of another, no 
toe will be left for the arts and graces of life, for the refimng of 
human relations, for progress In the haste of preparation and 
coimter-preparation, our traditions will be lost Progress and 
tradition are mextncably interlocked, ivithout progress, tradi- 
tions atrophy, and It IS only tradition, our ability to stand upon 
toe sboidders of our precursors and supplement our own devices 
from what they have handed down to us, that distinguishes man 
from the unprogressive animal Homer and Shakespeare and even 
toe Lrospels may fade from memory Some may think that science 
wiu survive by its usefulness to war-makers and, because it 
comaence, keep some part of civilization 
^ve This is an illustion War causes fundamental saentific work 
intensive preparations for war must have the same 
ettect, but without advances in fundamental science apphed 
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tions with greater vigour Liberals have always stood for the 
ultimate ^ovranty of pubhc opinion, and thereby have an. 
especially important part to play m these cntical years Conserva- 
tives have their authontanan point of view, while the Labour 
Party, attaching more weight to certain abstract doctnnes than to 
the apphcation of wisdom and pohcy to day-to-day events, lulls 
its followers by visions of its ever-receding Utopias mto uncritical 
acquiescence in current folhes and betrayals 


Other 'Nations 

While the problem of the right treatment of the German people 
overshadows all others, our deahngs with friendly nations are 
also very important, and dehcate questioiis are bound to arise to 
tax our patience The steady common sense and phlegm of the 
average Bnton will see these in their true proportion, agam, it is 
vital that this average man should insist on imposing bis view on 
his pohtical leaders. 

There are, for instance, our friends and comrades in arms, the 
Americans It is not possible that they will refram from domg 
many thmgs that vex us A fiiture President is only too likely to 
make some utterance most displeasing to Bntish ears, fit subject 
for a provocative headhne, materim apt to kmdle an anti- 
Amencan sentiment Unhappily, we cannot always rely on our 
Press — or wireless, for that matter— to recall us to statesmanlike 
judgment Too many^f our papers in peacetime are hkdy to 
sway feelmg the other way because that for the moment makes 
more interesting reading And pohticians, m their turn, are 
influenced by foohsh gusts of prejudice , o. . u « 

It IS necessary to remember that the Umted States a 
population some three times our own, with an mcome per head 
very much higher than ours This gives her a pre-emment strength 
which cannot be laughed away and must be remembered in 
deahng with her, especially if she is expected to make 
ments involvmg possible sacrifices of hfe or money 
common good It is a very foolish kmd of national pnde that 
would be-^alled by that fact Again there is analop with the 
experience of pnvate affau^ Few Enghshmen fed it unpoMible 
to work in fiiendly co-operation with a man '^ose lot m We is 
Som ^ueS and fortunate than their own There wiU be an 
interchange of ideas on the basis of full equality, but some regard 
to the wishes, even to the seemmgly'foolisb iwshes, 
affluent partner is mevitable, if his fortune is to be put at nsk by 
^roiect There need be no fear that the Amcncans will take 
unfair advantage of their favourable position 
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not every ati7cn can form an independent judgment But behind 
the technicalities there arc certain great issues which arc m the 
List resort simple issues and extraordinarily hkc the issues which a 
nian has to settle m the conduct of his private affairs First and 
foremost, of course, is the proper treatment of Germany— an 
essentially human problem We have sketched out a programme 
which, while not abating one jot from the stem measures required 
to keep the world safe from renewed aggression, and justified by 
the unreliable and dangerous features which have for some time 
been cliaractenstic of the German temperament, at the same 
time gives scope to all those feelings which spring from the idea 
that the Germans, after all, are brother men We behove this to 
be the British view, we beheve that tins view should be loudly 
voiced so as to fortify our statesmen in influencing world pohey 
accordingly 

Linked to the specific question of the treatment of Germany is 
the more general question of whether the security arrangements 
made after tlic war will be m fact of a kmd likely to stand any 
strain imposed on them Public opmion is capable of weighing 
them up wth great shrcv^dncss Many Conservatives have made 
a habit of bewailing the folly of public opinion in putting its trust 
in the League of Nations, and still claim that this pubhc opimon 
u*as the chief cause of our weakness in 1939 In fact, the ordinary 
British atizcn had two very distmct opimons about the League 
ofNatioas, both of which were nght and showed far better judg- 
ment than the policy of the Government dunng this period One, 
displayed in the Peace Ballot, w'as that only by using the League 
to the utmost of Its capacity and backing it by force could war be 
a\ cried The other, equally widespread, was that the League as 
I un w ould prove altogether unequal to its task The Government, 
on the other hand, did not press for that radical overhaul of the 
League rcqmrcd to make it really potent, but at the same time 
let the cumulative effect of wcakmmdcd hp servacc and pious 
professions of loyally to League pnnciplcs stand in the w'a> oran\ 
aUemame policy for keeping the peace And so it had to wade 
through all the muddle and shame of Abyssinia, Spanish non- 
inicr\’cntion, and Munich, while public opimon continued to 
stand by its two perfectly correct propositions Tlic trouble was 
dial this opinion failed completely to influence the pohev of die 
Government 

In the coming lime it is essential that public opimon should 
ha' c a more artne influence — liotli in making it impossible, foi a 
government capable of such fearful blunders to continue in office, 
.and in forufying a nght-mindcd government to pursue its micn- 
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informed, but knowledge is not highly relevant in the 
present situation, smce if ever British opinion became converted 
to the ideals we may be sure that our detailed methods of apph- 
cation would be tot^y different owing to our different circum- 
stances This communist propaganda* serves to obscure rather 
than reveal whatjwe most need to know — ^namely, the specific 
characteristics of the Russian people, how they think and fed, 
what are their hopes, fears and suspicions It is on these points 
that It IS highly important that the British pubhc should become 
well-informed Language is an awkward, barrier As a practical 
suggestion, we propose that in all official exammations Russian 
should be included in the syllabus on a fiiU parity wth any other 
modem language for the winmng of passes, credits, distinctions, 
etc After the war we should open our doors, if the Russians are 
wilhng to give reciprocal advantages, to the interchange of 
students, members of professions and last, but not least, industrial 
workers themselves, for sufficient penods for each side to get to 
imderstand the customs, mode of life and mam habits of mmd of 
the other ' ^ 

While we suffenfirom our professional Russophils talking only 
about commumsm and not at all about Russia, we must not fall 
into the opposite mistake of pretendmg that the Russians are not 
really communist at all, that the communist jargon is only a 
fa9ade conceahng, as some would say, an old-fashioned auto- 
cracy, or, as others would say, a more progressive vanant of our 
own way of life Such a superficial attitude is not only rude to the 
Russians, but may lead to senous mistakes in our pohcy towards 

Of one thmg we may be sure it is the will of the British people 
that we should contmue after the war to co-operate with Russia 
to the utmost extent of Russian wiUmgness to co-operate— nay, 
that we should go further by making unilateral concession if 
necessary so as to break through mitial imwilhngness on their 
part After all, they have some good reasons for being a hrae shy. 
TTiere are dangere ahead A British government which had not 
its fiiU heart m co-operation with Russia might find plenty ot 
pretexts for claiming that the Russians were “qmte impossible 
to deal with Where there is a will, the impossible can become 
possible The Bntish will be most vigilant against any such back- 
shdmgs, and Liberals will be m the vanguard of vigilance 

The French people too should play an important part m world 
affans There may be many recriminations, French bitterness of 
mint caused by their humihations and sufferings may be turned 
the Bntish ae agamst the Gennaaa We mmt 
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Unhappily, only a tmy nunonty of English people are so lucky 
as to spend long enough in the United States to assess at first 
hand their mighty achievements m the matcnal sphere or the un- 
surpassed kmdness, open-mindedness and uprightness of the 
average Amencan The same is true on the reverse side Many of 
our (Perished ivays may appear quaint and anomalous to the 
Amencan at a distance And if our co-operation seems to him 
imperfect, as it is bound to seem from time to time in the awkw'ard 
twists and turns of the ever-changmg situation, he may attnbutc 
this to our special traditions and institutions and wish them 
swept away But we who in our narrow realm draw inspiration 
from old lustonc things must elmg to them God forbid that we 
should allow ourselves to be “Americanized” as a propitiatory 
offermg All these discords will prove unimportant if we both 
have the root of the matter m us 
And that is that the fundamentals of the civilization which we 
ivish to see preserved and developed to something much higher 
are the same for both of us, the great pillars of toleration, freedom, 
peace Fair words these, to which many people pay tribute But 
few peoples have had Ae good fortune to experience them for 
many generations, have a deep mner conviction m regard to 
their priceless worth, are quic^ to perceive or take measures 
against forces which threaten them Thus between us we have a 
very great task, to qmcken the whole mass of peoples into sharing 
our convictions and to take a great part m providing the necessary 
security Beside this any bickerings that may arise will be seen to 
be trivial 


Agam, there arc the Russians It would be idle to pretend that 
we know or understand much about them In this we are not 
well served by our own xommunists TTiat the Communist 
Revolution enabled the great Russian people to find their soul 
IS a histone fret of high interest In connection with this event,' 
mere is somethmg far more needful for us to know about than 
the doctnnes of communism, something more sigmficant, 
perhaps, m the unfoldmg of history— namely, the soul of Russia 
We may be sure that the Russian people themsdves would not 
dissent from this proposition 

Of the ideals of communism we do not need to learn from 
contempoi^ communists Did not a large part of them ongmate 
m the min^ of Bntish wnters a hundred years ago^ And the other 
pai^, the ^ntinental accretions, were made weU known to the 
Bnti* pubhc m the late Victorian penod Of the methods by 

practice and 

now modified under the stress of experience we are not fully 
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aware of the difference between this and pious platitudes or 
shoddy half-truths Let them not agam become bemused It is 
too much to hope that one generation can provide two Mr. 
Churchills But there are men m public life, of absolute honesty 
of purpose, with no desire to cut a dash or score a sensational 
pomt or hide up an ugly situation for the sake of a htde peace of 
nund These can be rehed on to reflect pubhc opinion, if only tliat 
IS active and articulate And so we return to public opuuon as 
responsible m the last resort for secunng that the ai^ set out in 
these pages are steadfastly pursued 


Economic Collaboration 


Some of our economic proposals may seem too complex to be 
withm the scope of the average voter, but here agam there are 
certain simple underlymg prmciples It is a matter of common ' 
agreement that concerted measures should be taken to secure a 
buoyant demand and foU employment in the world, that the 
monetary and tradmg relations between nations should proceed 
on regular hnes and so as to secure a balance, and that the more 
advanced nations should make a jomt effort to raise the educa- 
tion, the productive efficiency and thereby the standard of hving 
of those less fortunate But our recommendations have not 
stopped at these generahties, we have suggested certam pro- 
cedures Now although die details of these may well be -vancd, 
there are certam characteristics of these procedures whi^ 
Liberals beheve to be important for the welfare of the world 
We draw attention to four pomts on which the pubhc should be 


(i) Our mtemational collaboration must not be confined to 
paper resolutions, to exhortations which particular nations may 
or may not put mto effect Somethmg must be done, and it must 
be done on a sufficient scale to gear into the econ<^es of nations 
and have a world wide effect For instance, if Cleanng Uiuon 
(or a substitute) comes mto bemg, buys and sells secimties on a 
hue:e scale, authorizes exchange movements and takes appro- 
pnate steps whenever the foreign payments of a nat^ are 
gettmg out of balance, the pubhc will feel that 
Dart (ff the economic problem is being adequately handled It 
would not be content if the Cleanng Umon settled down into a 
adeshow like the Bank for International Settlements It vjill 
-xoect equaUy woikmanhke and comprehensive schemes to be 
ir&led to detd with pnee oscillations and foreign lendmg It inll 
be a good judge of the scale, adequacy and vigour of the machm- 
sit Ip, It Lew perfectly iveU that the ^5,000,000 voted for 
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know how to overcome this by patience and fair-mindedness 
There are certain facts which the Bntish people should always 
remember In the mind of the French people, the Versailles 
settlement, ivith its weak League of Nations, rested essentially 
on the joint Bntish and Amencan guarantee of French in- 
tegnty ^^^^en the Amencan Senate was umvilhng to ratify this, 
the Bntish, perhaps not unreasonably, wthdrew also Even so, 
despite this setback, the French tliought that tliey saw tlicir way 
through, by what might be called a “strong” pohey For fifteen 
years we were at loggerheads over this pohey IVhether it was 
wholly MTse, whether some better pohey for keeping the peace 
could have been found we need not discuss, at least it can be said 
that the Bntish put no other effective pohey in its place Thus for 
fifteen years the French ivere undermined, they were told not to 
do those things, if they would keep Bntish fncndship and 
support, which seemed to them mdispensable For us the English 
Channel made up to some extent for our lack of pohey, the 
French had not this resource Was it reasonable to depnve them 
of their policy, their plan, their way of regarding foreign affairs, 
to put nothing constructive in its place, and then expect their 
mor^e to be ummpaired^ Was it reasonable to undermme their 
morale and self-respect over a term of years and then expect that 
they would suddenly turn and fight like tigers against over- 
whelming odds^ Despair had already entered, before the test 
came And if they had let their material equipment fall behmd, 
can wc cast a stone^ We have muddled through and may choose 
to take pnde m the old pohey having worked agam But it is not 
fair to expect other nations to be able to adopt our peculiar 
mental habits Now that mternational collaboration in security 
matters is the order of the day, and indispensable, we shall have 
to try to mtroduce a httle more logic into our mental processes, 
so that the collaborating nations will know what is expected of 
them and be able to make the necessary preparations 
These questions affectmg our relations with our neighbours 
depend ultimately on certain simple human issues, on which the 
ordinary man is on the whole as good a judge as most pohtical 
leaders, the large objectives should be decided by the people, 
diplomacy is the servant which should find the means, deal with 
mmor pomts of delicacy that arise and with techmcahties From 
speeches, the pubhc gets a fairly good idea of the grip and sound- 
ness of our leaders on these issues When Mr Winston Churchill 
touches upon the affairs of another country, all listeners feel that 
his words well up firom a deep consideration of the realties of 
their situation, and are heartened accor dingl y They are quite 
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violent oscillations in world agricultural pnces If some inter- 
national stabilization is contemplated, not only does tins type 
of purely national plan become unnecessary to achieve the 
purpose mtended, but msistence on it may sabotage attempts to 
get agreement for the worldwide scheme Yet a ivorld scheme uoll 
not only be better for the world, but, if effective, give our farmei? 
greater security than any local plan, however ingenious, wluch 
would always be at the mercy of a local economic blizzard or a 
rebelhon of other parts of the commumty who suffered £nm it 
Not only m the case of agricultural products but throughout the 
range of imports, the preference for quantitative regulation over 
the tariff is only vahd if there is chaos in the world markets, ivith 
international , collaboration the tariff becomes preferable and 
insistence on quantitative regulation a form of sabotage - 
The most dastardly proposal of all is that for exploiting our 
power as a good market for certam foreign goods to make a 
bilateral deal to secure discnmmation m favour of our oivn Of 
all such plans we should ask a simple question Are we prepared 
to recommend them for generzd adoption by all nations in our 
own mterests as well as theirs^ If not, they stand condemned as 
mconsistent with the idea of solving these problems by concerted 
international action based on agreed principles 
To take another pomt it is inconsistent with the idea of a 
world solution for our problems to give employment at home by 
measures which merely put an eqiuvalent number of foreigners 
out of work We clearly cannot recommend such a plan for 
universal adoption In pnvate ethics, this kind of action, which, 
if adopted by aU, would lead to chaos, is regularly r^rded ^ 
immoral, and from now onwards it should so be regardra in me 
' international sphere There is, of course, one case m vrtuch it is 
legitimate to gam employment at the expense of the foreigner, 
and that is when we can undercut him by more efficient pro- 
duction That IS necessary for progress, and foe world jw a whole 
gams because more goods are produced In t^case, 
economy is functiomng properly, the displaced foreign labou^wll 
be reabsorbed m a more smtable occupation 
not complain on the occasions when we are undercut by a more 
effiaent?oreigner In fine, our pohey must ^ways nmghbourly 
and our measures such that we should gladly see them 
hv others as weU as ourselves Although we do not expect the 
^SiSe abandonment of alllanffs-^o sudden a change might 

cause ^^°^ey beS^^rLT mark^if^ i^unorahty, 
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Bntish colonial development before the war iias not a senous 
contnbution to the subject, it ivill be quick to see if the machinery 
IS no more competent to solve the economic problem than the 
League of Nations uas to solve the political problem 
(ii) Not only do we need that tlic international programme 
should be full-blooded, we must also see to it that internal 
economic measures do not contradict the idea of dealing with 
these problems on an international scale In the foregoing 
chapters we hate proposed plans by which the problem of full 
employment, the trade c>cle and the balance of trade arc tackled 
by concerted acuon on agreed pnnciplcs We must see to it that 
Great Britain docs not from some short-sighted, selfish interest 
throw a spanner into the works This is an easily intelligible 
issue on which the utmost vigilance is required There will be 
plenty of selfish interests to make counter-proposals There wall 
be short-sighted politicians not intelligent enough to see why 
grabbing some immediate advantage may jeopardize our long- 
run collaboration with others Most dangerous of all may be the 
well-intentioned and progressive schemes of quite intelligent 
people which happened to be thought out some time ago Before 
*939 international collaboration was at a. low ebb, and many of 
our best minds decided that it was needful to fend for ourselves 
and find a way to stability and full employment in the face of 
anything that might be happening elsewhere Tins was a per- 
fectly intelligent and indeed praiseworthy attitude When 
adequate concerted action was dearly impracticable, there w'as 
much to be gained, even from an international point of view, 
C:om the example of one nation vngorously setting its own house 
m order President Rooscv'clt is not to be blamed for feeling that 
bis own bold expenments in 1933 would do more good for the 
world m the long run by example than if he froze his plans in 
order to please a half-hearted world economic conference at 
which the Bntish spokesman w'as explaining Uiat Great Britain 
did not regard public works as capable of contnbuting to the 
unemployment problem But now the position is cnlu-cly changed , 
there IS real hope for effective international collaboration, 
schemes drawn without regard to or m defiance of world con- 
ditions simuld be set aside Many people, even intelligent people, 
tind It difficult to reverse the whole tendency of them thinking to 
meet a reversed situation Plans for insulating Great Britain for 
the sake of stability came to be regarded as go-ahead, it is ncccs- 
Mry to pasp that the very feature that made them go-ahead 
then makes them reactionary now ° 

Thus some of our agricultural plans were devised against 
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WST do not roconnntnd 

^Prf ic official international agency either 

T^e IS not so much danger of that in practice, strong 

f gover^ents are not likely to consent to the necessary 

dSnertic^^Sf^B^^ t international body m to 

It M important to stress that this is not the 

bfcur'^H' J^ere IS much Illusion in thenotiofto 

handmg over an industry to a body for 
central relation or co-ordination We have attempted in diese 
^ programme for international economic planning 
o proper sense of that expression But “planning” k 

abused lately It does not make slnse 
S J'^'^^dustry should be “planned,” if no reference is 
made to the objectives and critena of that plannmg Before we con- 
sent to allow an mdustry to be officially planned, we should 
insist on having set out, m terms intelhgible to the legislature, 
precise ^naples which would govern it in regard to output, 
pnc«, effiaency, recruitment, scope for initiative, obsolescence, 
etc^ homethmg far more defimte is needed than such pious phrases 
^ serving the pubhc” or “prices ‘fan-’ to all parties ” Then, 
the legislature must know the methods by which these prmciples 
will be apphed, the catena for judgmg whether they have in 
tact been apphed with success, and the sanctions m case of 
failure When all these thmgs are known, they can be embodied 
m draft ms^ctions, and it can then be seen whether they 
would constitute a framework within which free enterprise 
could still function suffiaently wdl, or whether m the special 
circumstances it would be simpler to hand over the industry . 
for pubhc operation or “co-ordination ” In the latter case 
the offiaal agency would still be bound by the terms of the 
mstructions 


Otherwise, the mdividual will be directed to do this, not to do 
this, to go here, to go there, to change his methods, and, when 
challenging the authonty, will be told tfiat all this is necessary to 
“plan,” to “regulate,” to “co-ordmate” the industry Then we 
shall mdeed have a ventable bureaucratic stranglehold and a 
rapid approach to the servihty of our civihzation 
Voluntary bodies may be allowed to make all sorts of strange 
and subtle plans within the framework of law, those which do 
not serve a wanted purpose are not likely to survive Only when 
the scale and power of these bodi^ become great and quasi-mono- 
polistic, wdl there normally be a case for scrutinizing their pohcy for 
its bearmg upon the pubhc interest Operation by official bodies is 
an entirely different matter No official body should ever be 
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(m) If a parUcular indusin k m trouble, vc must not gi\c 
j>os\xr to an intcrnation'il combuie, trust, cartel or assotntion ol 
producers, c\cn \Mth consumer interests dulj rrpresented, to 
settle their difficultly m ilitir on*n svaj, eg b\ giving them 
official support m regulating output, dividing markets, fixing 
pnees, etc. Hus expedient at times appears nttr.ictivu because it 
relieves tile public mind of a worrv', at least for the time being 
But these powers are far too formidable to be dclcgatial to a bodv 
nhich is not ansncrable to the public for what it docs '1 here is 
no reason to suppose tint the measures best suited for rescuing 
the industry from its difficulties will be m the public interest — 
rather the contrary This might well be imc c\ en if the ronsumers 
as well as tiic producer were assuaged, and, moicovir, it must 
be admitted no w ay is \ ct know n of giv mg the consumers a really 
effective voice "A price fair to tiic producers and consumers'’ — 
fair words these, which beg cverv question, and will be found on 
scrutiny to have no definite meaning Public policy requires a 
far more exact criterion 


It may be objected that manv products arc alrcntlj controlled 
bv such combines, and that it would be as well to give official 
recognition to tins Tlic existence of these intcmntioinl combines 
B no doubt a serious problem In due course, we hold, the 
Economic Branch wall have to review the policies they pursue in 
the light of general economic principles and take powers, with 
the assent of national governments, to direct them to pursue 
different poliacs It is important, however, that the Economic 
Branch should not act with precipitation m this matter It is 
ncccssarj' first to have full knowledge of the vial's in winch such 
combines vsork Tlicsc arc complex and often secret and vCltliout 
vvrii^n agreement It would be fatal to introduce pnnciplcs that 
could not be enforced or sanctions that could be eluded Eurthcr- 
more, the introduction of a better international order and a moi c 
expansionist tendency in the world economy mav of itself alter 
the aims and methods ofmonopohes and cartels ^^^nlc.thcy mav 
continue to be guided by self-interest, the policy that best sun's 
their self-interest may be somewhat different m the new setung 
As a preliminary, the Economic Branch should at once set up an 
international commission to examine the facts Tins might have 
some salutary effect even before workmanlike measures of 
regulafaon could be evolved, since monopolies would take the 
fent that meanwlulc they had better be shaping their policies 
to i^c general interest according to their own lights, which, 
although msuffiaent, arc perhaps better than noUung 
(IV) If we do not recommend giving carte blanche to pnvatc 
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even balance between nations, by the application of certain 
simple, agreed general pnnaples This is their great opportumty, 
they must bend themselves to the task of persuasion; dse we shdl 
have renewed econonoic crisis, giving nse to soad convulsions 
that may threaten peace itself 
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allo^ved to “plan” an industry at its owm discretion For it is 
ond the reach of the law of survival of the fittest WTialcvcr an 
offiaal body is autlionzcd to do should be subject to a clear rule 
endorsed by the legislature If this is true of the national authority, 
how'much more so of an international authoniy 
It IS sometimes supposed that Liberals arc characterized by 
their occupation of a middle position, by their wanting more 
soaal secunty than the Conservatives but less than the Socialists, 
higher taxes than the Conservatives but lower than the Socialists, 
more nationalization than the Conscrv'ativcs, but less than the 
Soaalists, and so on This is a profoundly false view Liberal 
values are absolute and they would go to any extreme to achieve 
them Freedom, secunty, scope for initiative and enterprise, 
utilization of productive resources so as to satusfy the greatest 
possible range of wants, subject to a due balance between work 
and leisure, these arc things of which v\c cannot have too much 
If any rule can be found which, if enforced, would dearly serve 
these purposes, Liberals wall support its translation into law But 
if It IS a question of handing over the regulation of an industry to 
an offiaal body at its discretion, they oppose this, not because it 
IS “soaalistic,” but because it is lazy -minded It displavs a child- 
like confidence that good may come without the labour of 
thought, but It has its sinister side because in the long run it 
means binding us all in llic chains of scrv itudc 
In the international sphere there is not much danger of a 
bureaucratic stranglehold International plans will have to have 
regard to national nghts Our friends, the Americans, will stand 
foursquare m defence of individual liberties That is an ugly fact 
for our congenital meddlers, who would like a universal regimen- 
tation Is it possible, however, that even the Amencans may not 
be sufficiently alive to the danger of giving too much power to 
producers’ associations’ 


But by far the greatest danger is that altogether too little will 
be done, that our rcsoluuon wall falter, and that the active period 
of reconstruction and short supply may lull us into complacent 
lorgctfulncss of world depressions and unemployment Here 
Libels have a unique part to play It is they who have for years 
devoted their minds to devising economic remedies that may be 
applwd within a framework of liberty Since these arc the only 
rcm^ics Aat will be mternauonally acceptable, a Liberal pohev 
K ffie only reape for securing a new international economic 


their vic.v that the economic system can be 
y d up, and made to work smoothly at full employment with an 
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